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GERMAN DEMOCRATIC REPUBLIC 


COORDINATING ECONOMIC POLICY CRUCIAL TO CURRENT DEVELOPMENT 


East Berlin EINHEIT in German vol 39 No 12, Dec 84 (signed to press 13 Nov 84) 
pp 1094-1101 


{Article by W. Kunz, deputy director of the Central Institute for Socialist 
Economic Management at the SED Central Committee and chairman of the 
Scientific Council for Questions of Socialist Economic Integration: 
“Socialist Economic Integration and Comprehensive Intensification" |] 


[Text] The successful organization of the developed socialist society has 
repeatedly confirmed that the socialist internationalization of economic life 
is an important condition for the dynamic development of the productive forces 
of socialism and economic growth. The objective necessity of socialist 
economic integration has been established in theory and practice by the 
classics of Marxism-Leninism and our party resolutions. More than ever does 
it now determine economic circulation, many decisions of the communist and 
workers’ parties and governments in the CEMA countries. 


As predicted at the Tenth SED Congress, fundamental changes have occurred in 
the internal and external circumstarces of the states of the socialist 
community on the threshold of the 1980's. Thev are characterized by the 
considerably greater scientific-technical potential and economic strength of 
the countries of the socialist community, which facilitated significant social 
advances, but also by the aggravation of the international situation 
consequent upon the confrontation policy adopted by the United States and 
other NATO states. In these circumstances we need to “simultaneously 
accomplish two tasks of strategic importance: The full development of all the 
potential of socialism for the welfare of the people and the creation of the 
external conditions required to this end by the guarantee of its security."(1) 


Comprehensive Intensification and Integration Are One 


Comprehensive intensification presumes great and growing efforts. At the same 
time these facilitate the staying power and rising scientific-technical and 
economic capacity of the socialist world system to generally proceed to 
comprehensive intensification, backed by the total potential of the fraternal 
countries. Combined efforts in science, technology and production allow us 
to much faster <¢chieve the growth targets of these countries, set higher in 
every five-year plan period. Comprehensive intensification in our countries 








and socialist economic integration among them represent a dialectic unit. As 
Comrade Erich Honecker stressed, we have seen it confirmed “that the CEMA 
countries are able by joining forces to resolve every scientific-technical and 
economic problen. In this spirit they are directing their efforts to quickly 
achieve top scientific-technical standards in all vital spheres. This will 
enable them to further improve the material and cultural standard of living of 
their peoples and guarantee the defensive strength of our community at the 
level required.” (2) 


The speeded-up conversion of the CEMA countries economies to intensive 
development and the greater backing for this process initiated by many 
measures of planned socialist international division of labor caused the CEMA 
Economic Conference at the Highest Level to state “that the CEMA member 
countries have at their disposal everything needed to raise reciprocal 
cooperation to a new level.”(3) 


Planned cooperation among the socialist countries by tho all-round development 
of socialist economic integration largely depends on the purposeful and 
effective intertwining of the interests of the countries and the mobilization 
of existing efficiency reserves for cooperation following upon such 
intertwining. The observance of the respective interests of the member 
countries is maintained by the fact that vital issues of scientific-technical 
and economic policy are coordinated by the communist and workers’ parties. 
This aim is served by the decision of the Economic Conference of the CEMA 
Member Countries at the Highest Level to advance another step toward the 
deepening of the coordination of economic policy by the CEMA member countries 
in the spheres affected by reciprocal cooperation. The observance of the 
interests of the countries is alsw reflected in many types and methods of the 
concrete planned organization of international cooperation and division of 
labor in science, technology, production and circulation. 


Of vital importance for the GDR in all this is cooperation with the USSR. The 
deepening of scientific-technical and economic cooperation and the deve'opment 
of socialist economic integration between the national economies of the GDR 
and the Soviet Union has proceeded successfully on the basis of the Treaty of 
Friendship, Cooperation and Mutual Assistance of 7 October 1975 and the 
Program of Specialization and Cooperation of Production Between the Two 
Countries Through 1990. Foreign trade turnovers between our two countries, 
for example, rose by 79 percent in 1976-1980 compared with 1971-1975. 
Compared with 1980, 1984 foreign trade turnover had risen by roughly 57 
percent. These are remarkable growth rates. At a 38 percent share of GDR 
foreign trade, the Soviet Union is the largest business and trading partner of 
our country. The GDR, in turn, holds a more than 10 percent share in USSR 
foreign trade. The efficiency of this cooperation is increasing year by year 
for both partners. Substantial specialization and concentration effects arise 
from this cooperation, for the GDR above all by the progressive concentration 
of production in many machine construction and electrical 
engineering/electronics combines. The raw materials and energy sources 
imported from the USSR now account for around 70 percent of the GDR's totel 
imports of industrial raw materials. The USSR, for its part, is able to 
satisfy a major share of its import needs for machines and plant by deliveries 








from our national economy. In the past 5 years GDR supplies accounted for l6- 
23 percent of total Soviet imports of machines, equipment and vehicles. These 
figures illustrate the extent of the interrelations between the two national 
economies. 


In accordance witn the decisions of the Tenth SED Congress and the Twenty- 
Sixth CPSU Congress, GDR-USSR scientific-technical and economic cooperation 
has been increasingly directed to comprehensive intensification. ” This means 
the addition of qualitatively new features to the continuing quantitative 
expansion. It includes above all the intensification of this very 
cooperation...In the foreground are the establishment and realization of 
jointly coordinated projects which will produce great gains in efficiency for 
the national economies of the two countries. In this spirit, the measures of 
specialization and cooperation already adopted will be actively implemented 
through 1990; in the GDR this implementation is directly supervised by the 
party." (4) 


Another historic step toward the more thorough interlinking of our countries’ 
national economies is represented by the long-term program of cooperation 
between the GDR and the USSR in the field of science, technology and 
production through 2000. The far reaching provisions of this program, signed 
by Comrades Erich Honecker and Andrei Gromyko on the occasion of the 35th 
anniversary of the GDR, initiated a new stage in the all-round economic and 
scientific-technical cooperation and interlinking of the national economies of 
the two countries. The program is directed mainly to the accomplishment of 
tasks involved in comprehensive intensification as the principal issue of 
further performance growth. In the GDR as well as in the USSR and with regard 
to economic integration generally, this issue is of central importance, and 
the program includes provisions on the decisive development trends of 
scientific-technical and economic cooperation between our two countries 
through 2000. Principally involved are common measures aimed at the rapid 
improvement of labor productivity, the conservation of resources, the 
production and transfer of new products at top world standards, that help 
ensure the greatest possible materials and energy conservation or the greatest 
possible refinement of the raw materials and contribute to the advance of 
the comprehensive mechanization and automation of production processes. (5) 


Central Issue: Scientific-Technical Progress 


Consonant with the role of scientific-technical progress and the economic 
utilization of its results for the rapid development of the productive forces 
of socialism and the steady improvement in the  cost/profit ratio, 
international scientific-technical cooperation is of preeminent importance. 
The deepening of scientific-technical cooperation, in particular with the 
Soviet Union, in the development and application of advanced technologies, 
largely influencing future economic growth, is turning into the main issue of 
economic development. 


The Tenth SED Congress established the main directions for the use of the 
GDR's research and development potential. Many of the research and 
development projects are being realized in close international cooperation 























with research institutions in the USSR and other CEMA countries. This 
applies, for example, to joint projects of microelectronics, computer 
equipment, robot and automation equipment; it involves the technologies of 
thermal and electric energy production, the more complete utilization of solid 
fuels, the development of new processes and equipment for the chemical 
industry as well as the development and use of advanced technologies for 
raising labor productivity in the metal processing industry. Socialist 
international division of labor speeds scientific-technical progress mainly by 
the division of labor in the development and application of new procedures, 
operating principles and products, by common efforts for the greater 
refinement of raw materials and rationalization and automation in production 
and the service sectors, by the utilization of the skills ana special 
aptitudes of the working people, new and more perfect national economic 
structures. 


We perceive in the course of carrying out the decisions enacted that the 
proportion of joint research or research based on the division of labor will 
rise even more in key areas of scientific-technical progress, which exert a 
specially ssignificant influence on the dynamism and efficiency of the entire 
reproduction process. This includes in particular fields decisive for the 
advanced and stable rate of GDR economic growth, such as 


-- The development of new processing technologies for the progressive 
extraction and utilization of domestic raw materials; 


-- The development of cheap processes, equipment and products for the 
greater refinement of raw materials and fuels and the processing of 
secondary raw materials; 


-- The speeded-up development of microelectronics and optoelectronics, robot 
technology as well as data processing and information technology and the 
application of the results to modern automation procedures; 


-- The development of highly productive processes for coal refining and the 
optimalization of energy intensive processes; 


-- The speeded-up development of biotechnologies, in particular the 
increased use of microbiological processes for reinforcing the material- 
technical base of farming. 


By way of the coordination of economic plans and within the framework of the 
complex program of scientific-technical progress for 15-20 years, the 
research potentials of the European CEMA countries are mainly oriented to 
these fields, because they are among the pacemakers of economic progress in 
industry, have widespread importance for the dynamism of the national economy 
as a whole and significantly raise its efficiency. 


The countries combined in CEMA have available all the potentials by 
coordination, in other words by the division of labor and also direct 
cooperati~n, to achieve international top performances in these fields of 
scientific-technical progress, also to make them quickly and broadly 








effective in terms of the economy, in other words continue to noticeably 
improve the cost/profit ratio for the national economies involved. 


Common Resolution of Raw Materials, Fuel and Energy Problems 


Guaranteeing the raw materials and energy base is a vital concern with regard 
to the further development of the material-technical base of socialism, the 
stability, proportionality and efficiency of economic reproduction in the 
various CEMA countries. The Economic Conference of the CEMA Member Countries 
at the Highest Level reaffirmea the notion “that the mobilization of our own 
resources and the reinforcement of reciprocal cooperation will enable all 
cema member countries to settle their raw materials, fvel and energy 
problems.” (6) 


Comprehensive intensification requires the economical extraction and use of 
raw materials, fuels and energy sources, in other words their production and 
use at the least cost and the greatest efficiency. The CEMA countries start 
from the assumption that economic growth can no longer be achieved by the 
appropriate expansion of raw materials, other materials and energy yields. 
The decisive bases of expanded reproduction now are the greater processing of 
the raw materials and other materials used, the rapid lowering of specific 
materials consumption generally and, in some crucial fields, the absolute 
reduction of production consumption, in particular, materials consumption with 
the help of scientific-technical advances. Linked hereto is the restructuring 
of the energy base. The lowering of specific and absolute energy consumption, 
the greater national utilization of high-quality imported energy, the further 
development of our own energy base (in the GDR mainly raw brown coal) and the 
long-term development of nuclear energy are now among the most important 
tasks. 


The Soviet Union has a preeminent role with regard to the settlement of fuel 
and energy problems in CEMA. It meets a major part of the the other CEMA 
countries’ import needs for industrial raw materials and energy. These 
countries, including the GDR, are increzsingly involved in the development, 
extracticn and transportation of the imported raw materials. Consonant with 
our experiences, the permanent settlement of raw materials and energy problems 
is considered from three aspects: 


First: In the CEMA countries themselves, intensification is directed with 
steadily greater energy toward more refined (that is the more demand 
appropriate) functional features, the improvement of the mass/performance 
ratio, a longer useful life, the reduction of the energy and fuel consumption 
of machines, consumer goods, vehicles, and so on. 


Second: The CEMA member states are increasing their efforts for the 
extraction of raw materials and fuel in their own countrier.. This also 
includes re-use and substitutes for important raw materials and other 
materials. 


Third: The net importers of raw materials and fuel (including the GDR) 
increasingly commit matezial investments and manpower to the qrowing 











Gevelopment and transportation efforts in the Soviet Union and other CEMA 
countries. 


The procurement of raw materials and primary energy from the Soviet Union 
proceeds contract appropriate in planned, agreed and stable quantities and on 
favorable terms. Contract and delivery punctiliousness, demand 
appropriateness and the excellent quality of our export products largely 
Getermine the volume and quality of imports, specially raw materials and 
energy imports from the USSR. It is a great advantege for us that the GDR 
national economy has proven its worth as a reliable partner for the USSR 
national economy. In recent years, especially, we have achieved rates of 
increase in our exports to the USSR, which were well above tne average of GDR 
export development. 


International Production Specialization and Cooperation 


In connection with intensive reproduction, the export oriented socialist 
international specialization and cooperation in the production of modern 
machines, equipment and devices, the improvement of the national export 
potential at steadily rising efficiency are crucial for the GDR. In this 
meaning, the Tenth SED Congress decisions established the assignment for more 
purposefully yet expanding international specialization and cooperation. 


The communique issued by the leading representatives of the communist and 
workers® parties and the heads of governments of the countries attending the 
Economic Concerence of the CEMA Member Countries at the Highest Level, refers 
to the further development of international production specialization and 
cooperation by stating the principle that cooperation in machine construction 
will be comprehensively organized anmd directed primarily to the need to 
supply high-quality machines and plant at top international standards to the 
most important sectors of production. Of particular significance is the 
development of electronics, microprocessor and robut equipment. 


The GDR's international production specialization and cooperation with the 
USSR and the other CEMA member countries has successfully developed in recent 
years especially on the basis of the program of production specialization and 
cooperation through 1990 with the Soviet Union and the long-range CEMA target 
programs. This is reflected in the fact, among others, that GOR machine 
construction was able to double its exports to the cther CEMA countries in the 
years 1975-1982. The proportion of contractually specialized products in GDR 
machinery exports rose from 26 percent to almost 50 percent. The GDR achieved 
a 29 percent share in the total export of internationally specialized machine 
construction products and thereby the status of a major machine construction 
country. This achievement is also the reflection of the outstanding 
performance of our machine construction within the community of the CEMA 
countries. 


The transition to comprehensive intensification by the GDR's national economy 
essentially proceeds in other European CEMA countries also (or is going to do 
80). It is linked mainiy with the qualitative further development of 
international specialization and cooperation within the various industries, 














the consistent orientation of exports to the requirements of intensification 
in our own national economy and that of our partner countries, specially the 
USSR. This requires us to concentrate on technically high-quality and highl, 
refined products, including intangible performances as well as the improvement 
of export efficiency. 


On the basis of efficient concentration in our own industry, the entire cycle 
science-technology-product ion-sales increasingly involves the socialist 
international division of labor. This facilitates quite particularly, 


-- The achievement of an economical and advantageoss production 
concentration with regard to modern working tools. Flexible automation 
may even better secure economical output series and the greatest possible 
flexibility of output and exports; 


-- To raise the volume and series dimensions of the same products or similar 
products (in terms of design and technology) and product components on a 
contractual basis while lowering specific costs of research, deve) opment 
and production; 


-- Continuing international specialization and cooperation, specially with 
regard to the production of modern working tools, organize it 
compre*ensively in machine construction and orient it mainly to the 
supply of modern automation equipment to crucial sectors of production. 


In the conditions of intensification to be committed to the needs of the 
partners means above all to supply products that embody the highest 
scientific-technical standard, are manufactured with the greatest possible 
efficiency and guarantee the user the greatest possible productivity as well 
as materials and energy conservation. In this context research and 
development costs involved in international production specialization and 
cooperation ere more and more hecoming a considerable cost factor. This 
applies mainly to those branches that are heavily engaged in scientific- 
technical work, produce components or plant greatly affect the technical 
standard and economic efficiency of other industries, and for which advanced 
renewal rates are the prerequisites for increasing exports. Examples are 
microelectronics, robot construction, scientific device construction, sowe new 
developments in machine tool and processing machine construction. 


The enterprises’ own rationalization aid construction also contributes to the 
greater export efficacy of research and development, because a considerable 
part of research and development, of new ideas and solutions is initially 
realized in this process. Experiences of GDR combines show that purposeful 
technological cooperation with partners inthe USSR or other socialist 
countries improves the efficacy of our own potentials and speeds up 
technological procress in the respective sector. 


Increased Food and Consumer Goods Output by Greater Cooperation 


The Economic Conference of the CEMA Member Countries held in June 1984 in 
Moscow devoted a great deal of attention to the efforts to further increase 











the output of fcod and consumer goods in the CEMA countries and to sore 
closely cooperate to this effect. The GDR national economy, in particular GDR 
industry, has abundant scientific-technical and production experiences in some 
fields of consumer goods productior. This yields many opportunities to 
cooperate in important areas, in particular the technical reequipment and 
expansion of farming as well as the food and consumer goods industry in the 
Soviet Union. These are currently key concerns of CPSU economic policy. In 
addition there are also more opportunities for exporting industrial consumer 
goods to the Soviet Union. 


Within the framework of the socialist international division of labor among 
the CEMA member countries in these fields, our ..'ional economy may cortribute 
to a significant rise in performance in consumer govds output, appropriate to 
the needs of our partners, and also the manufacture of production equipment 
for these products, thereby developing another national export potential. 
Common intensification measures, above all the common reconstruction, 
modernization, expansion and reequipment of enterprises and enterprise 
seccions in the light and foc industries on a contractual basis help to 
quickly expand and more efficiently use the available capacities in the 
national economies of the CEMA member countries. 


The import requirements of our partners, especially the USSR, due to their 
economic and social policies, as well as the wish for the common 
reconstruction and modernization of enterprises open up new and interesting 
opportunities for the GDR national economy, particularly the combines. It is 
all the more important to gear ourselves resolutely to these perfectly normal 
economic development processes, because the Soviet Union ,;epresents an 
enormous and stable market for direct high-quality consumer goods imports and 
also for the import of plant, rationalization aids, and so on, for the 
consumer goods industry through 2000 and beyond. In the coming plan periods 
this market will grow further, consonant with the growing demand, and the 
requirements on function values, on product quality. wil) further increase. 


Push on as Planned with Comprehensive Intensification 


Coordination of economic policies is directed to as planned realize the 
economic strategy of the CEMA countries’ communist and workers’ parties in 
accordance with present circumstances and to push on with comprehensive 
intenrification. The challenges to the scientific management and planning oi: 
the integration processes sare increasing accordingly in the various CEMA 
countries. Basically it is a watter of centrally managing and planning the 
complex system of the international division of labor inside each country and, 
at the same time, cope with a variety of methods. Enterprises and combines 
(or industry associations) are assigned greater responsibility for actual 
contractual organization on the basis of the central plan. 


The joint comment by the SED Central Committee Politburo and the GOR Council 
of Ministers with regard to the results of the 39th CEMA Meeting “notes with 
satisfaction...that the decisions...are directed to the accomplishment of 
tasks for the all-round intensification of social production.” Much 
importance is assigned the provisions “on the further pursuit of the work of 











coordinating economic plans in the period 1986-1990 on a bilateral or 
multilateral basis. The starting assumptions are the greater demands arising 
from the decisions of the Economic Conference at the Highest Level for the 
coordination of plans as the main tool for synchronizing the economic policies 
of the CEMA countries."(7) 


In the present stage of development, the coordination of economic policy 
represents the crucial basis for meeting these requirements and raising the 
efficacy of cooperation among the CEMA countries. The coordination of 
economic plans among the CEMA member countries is the main instrument. At the 
same time other topical issues have been placed on the agenda. They include 
the orientation to emphatically expand the system of direct relations between 
the enterprises and economic units of the CEMA member countries. Greater and 
greater significance is being assumed by advanced direct relations proceeding 
at various levels on the basis of democratic centralism in the economic 
management of the countries involved. Outstanding in this respect are common 
efforts for intensification. 


In the national economy of the GDR, the full utilization of the berefits of 
socialist economic integration as an intensification factor is encouraged by 
the operation of the system of management, planning and economic accounting. 
Within this system and on the basis of democratic centralism, the combines 
have vast opportunities, rights and powers for the cultivation and expansion 
of direct relations with their partners in the USSR and the other CEMA 
countries. We have been able to record many satisfactory experiences in this 
respect. 


The tasks set out in our party's decisions in the field of socialist economic 
integration represent a great challenge to the science of economics. To 
carefully generalize the best experiences relevant to the factory floor and 
arrive at the appropriate conclusions, taking into account the recently 
matured conditions--that responds to the demand of our party to react more 
resolutely and faster to new practical needs and requirements, while at all 
times confronting the actual problems raised by daily life. 


FOOTNOTES 


l. "Conference of the Secretaries of the SED Central Committee with the 
First Secretaries of the Kreis Leadership Organizations, Lecture by 
Comrade Erich Honecker," NEUES DEUTSCHLAND, 19/20 February 1983, p l. 


2. Erich Honecker, “Zu Einigen Aktuellen Fragen der Innen- und Aussenpolitik 
der DDR” [On Some Topical Issues of GDR Domestic and Foreign Policy], 
Dietz Verlag, Berlin 1984, pp 29/30. 


3. "Statement on the Main Directious of the Further Development and 
Deepening of the Economic and Scientific-Technical Cooperation of the 
CEMA Member Countries,” EINHEIT, No 7, 1984, p 598. 
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GERMAN DEMOCRATIC REPUBLIC 


SFPCONDARY RAW MATERIALS RECOVERED FROM HOUSEHOLD PRODUCTS 
Public Contributions Solicite“i 
Frankfurt/Oder NEUER TAG in German 21 Sep 84 p 5 


[Text] The value and importance of the recovery and economic re-use of used 
raw materials is undisputed: Popular correspondents and readers impressively 
proved in our NEVER TAG action “treasures in our hand,” that they appreciate 
economic considerations and know how to calculate. 


NEVER TAG Has Active Readers 


On 16 July last we asked our readers to join in a competition and find out, 
fer example, how many tons coal would be saved for the national economy if 100 
million used bottles and glasses were to be re-used, or how many tons of waste 
paper would be yielded if every household in the GDR were to hand over 3 
additional kg waste paper. 


1,581 readers got the right answers, knew that 80,000 tons coal could be saved 
and 20,000 tons additional waste paper obtained. However, the really 
Sagnificant fact is this: Many hundreds of our readers took the delivery 
confirmation printed py us and sought out other treasures to recover and 
thereby make another contribution to the strengthening of our republic in this 
its anniversary year. 


In just 9 weeks, 548 readers sent us delivery confirmations on--believe it or 
not--93,279 bottles and glasses delivered; 545 readers proved by stamps and 
signatures issued by the collection agencies that they had carried 24,364 
kg waste paper to the collection points; 44,088 kg miscellaneous scrap metal 
had also been collected. 


While the quantities collected differ, the readiness to help in the recovery 
of the valuable raw materials is the same. Daniel Zubrowicz (Fuerstenwalde), 
for example, collected 97 kg waste paper and 212 bottles and glasses. 
Christian Nienerza (Frankfurt/Oder) 6 kg waste paper and 5S glasses; The 
residential building community Karl Marx Strasse 7/8 in Frankfurt/Oder sent us 
a confirmation about the joint collection effort. It included, among other 
items, 1,888 kg waste paper. We were particularly pleased with the letter 


ll 











from the boarding school in Wilmersdorf: Children and educators picked up 
610 kg paper and cardboard. 


Many readers also shared their thoughts with us. “Competitions and a drawing 
of the delivery confirmations are a good suggestion, not only food for thought 
but also inspiring us to join in and do better,” said Heidrun Hoenicke 
(Tauche). The Braun tamily (Gartz) wrote that all in the family would 
diligently .welp in this action. In the first half the family had already 
handed over raw materials valued at more than M300. 


Other readers informed us of their “household plan offer" for old raw 
materials. The Gerhard Neumann family (Bernau) intends to hand over 10 kg 
scrap metal and 50 kg waste paper (among others) by the end of the year. The 
Reinwaldt family (Wilmersdorf) has set its sights at 35 kg paper and 100 
bottles and glasses, the collective of Hangelsberg Post Office aims to recover 
150 kg waste paper. 


More than 30 million tons used raw materials are to be re-used this year in 
our national economy. That amounts to 11 percent of total raw materials use. 
Much still remains to be done, many reserves still need to be exploited. Such 
reserves may be ound in households as well as in enterprises. Baerbel 
Lindholz (Herzfelde) points out that the Herzfelde collecting point often 
refuses deliveries because empties are lacking. Roland Kuschmieder (Tauche) 
1s worried by something else. Quite a heap of scrap metal is lying in his 
yard but he does not know how to get it to the collection point in Lindenberg. 
All this means that reserves are definitely available. 


At this point we should mention that state organs, National Front committees 
and the SERO VEB were able in 1984 to achieve great progress in making sure of 
using all recovery possibilities, and that the 1985 plan provides for the 
turther expansion of recovery facilities in this fied. 


The mass checks of the worker and peasant inspectorate, set to start on 8 
October, also aim to track down reserves, mainly in enterprises and 
institutions, and to improve recovery. 


We Will Continue to Act as Intermediaries 


So far the NEVER TAG action “treasures in our hands” has been a great success. 
We will continue it through 1 October [line missing in the text--translator's 
note]...seamless in the republic-wide action “little effort--great benefit.” 
We are sure that our readers will make every effort this time also. Their 
newspaper will pay tribute to their achievements and serve as the intermediary 
for experiences and suggestions. 


Secondary Raw Materials--Collections from GDR Households (1,000 tons) 


In 1983 a total of 28 million tons secondary raw materials were recovered for 
the national economy of the GDR. Roughly 8 percent of these materials 
accounting presently for 11 percent of the raw material needs of industry, are 
provided by households. GDR citizens collected 41 kg waste paper and 178 
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wottles and glasses per household in 1983. 























Key: 
1. Kitchen wastes 3. Waste paper 
2. Miscellaneous scrap metal 4. Waste textiles 


Relative Importance Detailed 
East Berlin NEUES DEUTSCHLAND in German 28/29 Jul 84 p 3 


[Text] As in all developed industrial countries, secondary raw materials 
have gained increasing importance in our republic too in recent years. Their 
share in the total raw materials yield of our country is rising each year. 
The term “secondary” raw materials does not by any means indicate second rank 
raw materials; ic merely says that they are materials that have already 
been in circulation. At the present time some 12 percent of the industrial 
raw materials requirements are met by “second hand" materials. Including 
industrial waste products, this amounts to arounc 29 million tons, 5 million 
tons more than in 1980. 


The collection results of private citizens in the “join in!" competition 
represent a respectable amount. At a yield of roughly 1.7 kg aluminum scrap, 
20 kg waste paper, 9%5 bottles and glasses and 4.6 kg waste cextiles per 
wousehold an the first half 1984, the GDR is in the front rank 
internationally. Compared witn the same period of 1980, the increase in the 
sirst half 1984 amounted to about 35 percent for bottles and glasses. Private 
citizens are making a valuable contribution to the national economy. It would 
be even greater if we were to succeed in achieving the average value of the 
yield of secondary raw materials per household in each district and kreis. 
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The use of secondary raw materials obviates the often immense costs of the 
development, extraction and processing of primary raw materials. Secondary 
raw materials have already undergone many processes and are therefore 
available in a refined state. Some examples will illustrate this assertion: 


-- In 1983, households recovered some 1.12 billion bottles and glasses. By 
comparison with the production of new bottles and glasses, the re-use of 100 
million pieces respectively saves 80,000 tons coal, 18 million kilowatt hours 
electricity, 126 million cubic meters gas, 10,000 tons soda and 30,000 tons 


glass sand. Around 70 percent of bottles and glasses for filling of wine, 
liquors or for fruit canning are supplied by households. 


-- Thermoplastic scrap from households was first recovered in 1983, a total 
of 1,500 tons. Each tone of re-used plastic scrap replaces 0.7 tons new 
plastics or, in other words, 13 tons oil required as tie raw materia! for 1 
ton of plastics. 


-- Last year the public in our country handed over 629,303 tons waste paper. 
Almost half our paper and cardboard production is based on waste paper. If 
every .ousehold in the republic were to deliver another 3 kg per annum--a 
total of roughly 20,000 tons--this would correspond to a lumber yield of 
170,000 70-year old fir trees. 


-- Also most useful is the scrap metal collected. One ton ferrous metal scrap 
saves 2 tons ore and 0.5 tons coke. The processing of aluminum scrap requires 
only a tenth of the electricity used for the processing of primary raw 
materials. 


The growing public contribution to the recovery of valuable raw materials 
largely depends on the ability of the combines for secondary raw material 
recovery and metal processing to cooperate with the local councils and social 
forces to provide favorable opportunities for delivery. 


In 1983 the numbers of reception centers rose from 8,800 to more than 11,000. 
The 1984 economic plan provides for the construction of 95 new reception 
centers, and another 100 are to be reconstructed. 


It is intended to set up another 1,500 socially managed auxiliary reception 
points to be looked after by members of the local committees of the National 
Front, residential building communities and DFD [democratic women's league of 
Germany] and FDJ members. Some 700 such collection points are already in 
operation. 


More convenient opening hours of the reception centers in the evening or on 


Saturday have helped improve the collection results. Major collection actions 
in isolated locations have also been profitable. 
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Yield per Household in 1983 
(1) 














Key: 
1. Waste paper 3. Glasses and bottles 
2. Aluminum scrap 4. Waste textiles 
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JPRS-EEI-85-017 
13 February 1985 


GERMAN DEMOCRATIC REPUBLIC 


USE OF SECONDARY RAW MATERIALS, INDUSTRIAL BYPRODUCTS CITED 
East Berlin NATIONAL-ZEITUNG in German 5 Dec 84 p 3 
{Article by R. Fischer: “Oil Sludge Will Still Do for the Asphalt Boiler”] 


[Text] In a letter commenting on our series of articles "On the Track of 
Secondary Raw Materials,” reader Gerda Schneider (Leipzig) asks about the 
difference between waste products and secondary raw materials. In a press 
interview, Helmut Schmidt, deputy to the minister for materials management, 
nswered her question. According .0 him, the traditional secondary raw 
materials like scrap metal, waste paper, waste textiles, bottles, glasses, 
glass shards and bones are valuable raw material reserves, and so are the 
waste products of industry, including various types of sludge, acids, lyes, 
ashes, wood residues, waste oil, and so on. 


Re-use, an Urgent Requirement 


Around 90-93 million tons waste are produced annually in our republic. This 
figure includes the 7.3 million tons traditional secondary raw materials. Our 
national economy urgently requires these quantities to be largely re-used. It 
is envisaged next year by the utilization of secondary raw materials to 
secure a raw materials equivalent in excess of M6 billion. 


Coping with wastes needs to be tackled from two aspects. For one we should 
reduce their incidence by the better utilization of the primary raw materials, 
in fact try to eliminate them altogether. For the other it is important to 
find ways and means enabling us to process unavoidable wastes. Many such 
processing plants have been taken into service in recent years, 17 last year 
alone. This year also the socialist state is spending some M400 million on 
the creation of more opportunities for the processing of wastes and secondary 
raw materials. 


Some examples may serve to illustrate the possibilities for processing wastes. 
We can, for instance, obtain magnesium oxide from the magnesium chloride lye 
incident on potash production. The rotating tubs of viscose fiber production 
contain sodium sulfates, and even mercury may be obtained from the wastes of 
the chemical industry. 
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Though metallurgy, the potash industry, energy supply. the chemical and wood 
pulp industries and construction yield the largest volume of wastes, these 
“flows” are more or less strong in all other industries. To exploit them is 
an urgent national need. Wastes are not always produced in concentrations. 
But even where there is little of it, at is worth while to recover them and 
make them available for processing. 


In Berlin, the magistrat decided to create a service facility “industrial 
waste products.” It was given the assignment to utilize the various 
processina capacities, for example those for used solutions, galvanic sludge, 
bore emulsion, used antifreeze mixtures and, in addition, provide new 
opportunities for processing the wastes produced in dispersion all over the 
region. 


In just the first 8 months of this year, 102,000 tons of such products were 
processed in the capital. It was thus possible to raise the processing 
proportion from 44 percent last year to 54 percent in 1984. 


How are such wastes appropriately processed? 


A plant taken into service early this year in Pankow-Heinersdorf processes the 
water-oil mixture found in the roughly 400 oil and gasoline separators in 
filling stations, motor vehicle repair shops and washing facilities in the 
capital. The oil recovered, around 1,000 cubic meters mixture per month, 
including 20 cubic meters oil, is used by the bezirk directorate for road 
maintenance to heat asohalt boilers. 


Ash from the boiler houses of the Berlin-Chemicals VEB provides valuable 
ferruginous additives for cement production in Ruedersdorf. Five tons of this 
ash save 1 ton hard coal and three quarter ton iron ore. 


Exemplary for All Districts 


We need to follow the Berlin example and process such dispersed and small 
volume wastes in all districts of our republic. Combines, enterprises and 
institutions are responsible for providing the appropriate opportunities. It 
will be necessary in close cooperation with the state organs to exploit the 
many opportunities offered by regional rationalization, because wastes, too, 
are valuable and often equal to primary raw materials. 


The great importance assigned them is illustrated by the fact that the state 
plan annually hands out 100-130 relevant assignments,while enterprise work on 
another 100-150 tasks of the plans science and technology, all of them having 
as their objective to even better effect make secondary raw materials usable. 
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JPRS-EEI-85-017 
13 Pebruary 1985 


HUNGARY 


STOCK SALES LESS FLOURISHING THAN EXPECTED 
Budapest FIGYELO in Hungarian No 1, 3 Jan 85 p 7 
[Article by Breitner: “Bond on the Market to the Year's Margin” ] 


[Text] At the end of 1983, a half-dozen bonds at most were offered to enter- 
prises and private individuals. Today there are nearly two dozen. We can 
thus record the past year as the year for recirculating bonds. It may be, of 
course, that this is still only the beginning. It is not worthwhile now to fo 
through the issuances in chronological order; it is worth seeing, however, 
that the capital seekers went off to “battle” first and foremost for the 
savings of the people at large. The bonds issued so far for the benefit of 
the economic units have had a relatively difficult time finding a market, and 
their number has not increased much. (Let no one be deceived by the issuing 
enterprise’s statement that can be heard and read here and there. According 
to it, the bonds were sold easily, but it was not made public who the bond 
buyers were. The enumeration would set an example for interesting sectoral 
intertwining...) 


It is no accident that now, when the already regulated bond market is operating, 
its boss, the State Development Bank, takes on return and not on its own account 
for resale the bonds purchasable through the economic organizations. 


A number of persons on a number of occasions have recently urged a speedup in 
the circulation of capital. Maybe there is more movement in the real sphere. 
The reason for the dubious statement is that there are no comprehensive data 

for how many buildings, industrial plants and machines and equipment of major 
value were sold. The desirable but at the same time risk-concealing instru- 

ment--embodied in bonds--for circulating capital does not enjoy popularity. 


Of course, if we want to be objective, then we must see that enterprises which 
intend to buy the bond receive only minimum information about its issuance. 
(Abroad a minor sheaf of papers strives to convince the money owner that he is 
investing his money in a good place. Today it is impossible to receive either 
from the enterprise or the Hungarian National Bank the objective opinion which 
is absolutely indispensable for examination of credit standing. Thus the 
enterprises have no way to analyze thoroughly where they can invest their 
money. ) 
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One of last year‘’s events was the maneuver or rather the enterprise scheme 
which became possible because of a Finance Ministry decree published in 1983, 
namely, the enterprises were informed in the first round that they could buy 

a bond from their terminating mandatory surplus fund. Many wanted to buy a 
bond from it, since the fate of the surplus funds was the least reassuring for 
every respectable economic director. It soon turned out that the “normal” 

bond was not purchasable from this surplus fund. There later appeared, namely, 
an announcement by the Finance Ministry and the 4Yungarian National Bank accord- 
ing to which only a 4-percent-interest state loan bond was purchasable from 

the surplus funds. This small “legai opening” and 4dilly-dallying was not bene- 
ficial to the bond issuers or to the bond institution. 


Stili another remark about bonds issued for economic organizations: the interest 
rates are fairly low from the buyer’s viewpoint and at the same time high from 
the issuer’s viewpoint. Let us compute: if the enterprise currently issues a 
bond at 14 percent interest, then it assumes a greater burden than a bank loan. 
But they must also see that, because of the credit shortage or precisely their 
not overattractive loan request, they cannot otherwise obtain the capital to 

be repaid. So they have to sacrifice. (So far, the Computer Technolory and 
Management Organization Enterprise and the Comporgan were inclined toward this.) 
Therefore, from the buyer's viewpoint, the interest rates are low because-- 
although they surpass both the enterprises’ average profitability indicators 

and the interest rate paid on permanent deposits at the Hungarian National 
Bank--the enterprises, for example, cannot put into practice investment ideas 
with a profitability greater than 15 percent; the bank requires better payback 
from them, as the investors. As others have said: with 20-percent profitability 
ideas “the attic is full,” but even for this they do not obtain credit. (The 
profitability of each new development is not to be confused with the enter- 
prises’ total profitability!) 


The situation is altogether different for the bond buyers themselves. There is 
no risk; the interest rate is substantially higher than that of National Savings 
Bank deposits fixed for a similar period. (It is understandable that to begin 
with--alter the well-known preceding events--a complete state guarantee had to 
be offered for bonds for the population at large, but perhaps this savings 
method has already become so popular that the complete guarantee could gradually 
be abandoned. It is true that we then once more come up against the lack of 
full-scale information exposing the enterprises’ management.) In 1984, 
population-at-large bonds sold for nearly 400 million forints. This is not 

an excessively significant item in comparison with the National Savings Bank's 
sum total of deposits or rather its increment. 


Maybe it is time to modify the concept that it is possible (or proper?) to 
issue a population-at-large bond only for that which is destined to improve the 
infrastructure, trade or the provision of industrial articles. Precisely the 
overwhelming success of “nonattached” bonds has shown that the population at 
large considers the bond a money investment and has slight interest in where 
and what was built from the money, what kind of additional service was offered 
for it. 
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In connection with the issuances (although there, too, because of the well- 
known tumultuous scenes) it is not possible to conclude from all this as much 
as irom the bond market quotations. (But the quotations also indicate that, 
even over and above the complete guarantee, the bond of an enterprise with a 
better reputation is more readily sought.) Our sugpestion: in a case of grea‘ 
interest, have the banking institutions raise the quotation for the issuance. 
Nor is it a bac idea--which, according to our information, the authorities are 
thinking about--that a supplementary interest return (dividend), dependent on 
the investor's profitability, be added to the fixed interest return. It must 
be tried! 


Today, of course--given the knowledge of quotations--what counts is not so 
much interest as output, which in the case of a bond with a considerably in- 
creased quotaticn--even over and beyond the higher interest return--may be 
lower than that of a bond which has a lower return rate but which has sunk 
strongly below face value. 


Additional novelties are undoubtedly in store this year for those interested 
in the bond market. The essential thing, however, remains unchanged: both 
enterprise/cooperative capital and the savings of the population at large end 
up--via the issuance of bonds--where they can be marketed effectively. 

A property tax does not have to be paid on purchased bonds; this is little 
incentive but indicates the purpose of macroeconomic manafement with this 
bond. 


12327 
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JPRS-EEI-85-017 
13 Pebruary 1985 


HUNGARY 


LICENSE PURCHASE ISSUES EXAMINED 

To Buy or Not to Be 
Budapest FIGYELO in Hungarian No 1, 3 Jan 85 pp 1,6 
.Article: "To Buy or Not to Be] 


(Text) It has been debated in professional circles for decades: what is the 
role of licenses bought from abroad in technical development and in moderniza- 
tion of the product structure? In general, two extremist standpoints come 
into conflict. One claims that license purchasing is the only feasible way 
for us to quickly eliminate the technical backwardness owing to which our 
product structure is not modern enough and its international competitiveness 
is unsatisfactory. According to the second view, the licenses purchasable on 
international markets derive technically only from the “second line,” i.e., 
they make it possible to manufacture merely commercial quality products. The 
purchase of such licenses, which has meant a spectacular advance for us, pre- 
serves our backwardness in the long run and stifles our research and develop- 
ment activity. 


License purchases experienced their heyday in our country in the 1970s. Today 
we possess wide-ranging observations about the usefulness of purchased licenses. 
It would be very inappropriate if we described our foreign license purchases by 
peneralizing in accordance with some extremist standpoint. 


License purchasing has made it possible for us in some cases not to reinvent 
products and procedures which already circulated on international markets. 
Unfortunately, there have been precedents for our giving birth to such inven- 
tions as products of “our national pride.” But it must also be seen that 
licerse purchasing does not solve the complex eligination of technical back- 
wardness, since in few cases is it in fact technically possible to obtain the 
newest procedure or product-manufacturing license. The domestic--but chiefly 
the Japanese--example proves that a healthy combination of domestic development 
and license purchasing makes it possible to manufacture internationally 
competitive products. 


We can establish several indicators as gaures of the economic efficiency of 
license purchases. For example: how quickly is the cost of a license purchase 
recovered from additional or higher-priced exports or from import substitution? 
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we compare these figures with the cost requirement of domestic research and 
development. The opportunity also presents itself for us to compare the costs 
of license purchasing with wage-work transections or with ether transactions 
combined with foreign capital. Similar methods of computation offer themselves 
for the comparative analysis of the investment intensity of growth. 


Purchase Cost of Subsector Proportion of 

Licenses Adopted Distribution of Convertibie 

from Abroad Products Manu- Account Exports 
factured on Basis in Export Sales 
of License in Revenue of Prod- 
Industry ucts Manufactured 


on Basis of License 
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hey? 
(1) Million forints 
(2) Altogether 
(3) From the advanced capitalist countries 
(4) From the CEMA countries 
(5) Metallurgy 
(6) Machine industry 
(7) Chemical industry 
(8) Light industry 
(9) Foodstuff industry 
(10) Other industrial sectors 


Running the risk of generalization and taking into account the risk factors 
mentioned, we must nevertheless adopt the standpoint that even in the midst of 
a period scarce in investment resources we have to assume the expenses which 
accompany license purchases, if we know that the bulk of them make possible 
only exports belonging to the commercial quality stripe. However, we must 
take care to buy licenses for whose continued domestic development we have the 
fundamental natural endownente. 
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The rate of domestic license trade--chiefly purchases--in the !970s surpassed 
substantially the average growth rate of the international license trade. Yet 
the rapid development was only enough to mitigate the backwardness. In coun- 
tries similar to our native land with respect to population and natural and 
economic endowments. the proportion of license expenditures compared to the 
gross domestic product or the foreign commodity trade is roughly double ours. 


The sum allotted for purchasing foreign licenses and know-how and its proportion 
compared to technical development expenditures have risen relatively fast in 

the last decade and a half; growth in this area was the most dynamic in the 
second half of the 1970s, between 1975 and 1979. The vigorous change in eco- 
nomic policy (increasing the severity of investment and import conditions) in 
1979 also made its effect felt in the development of license purchases. In the 
first 2 years, the license trade and in some sectors the sale of products de- 
clined. Then in 1982-1983 the acceptance of foreign technical knowledge 
expanded, and its role in economic development increased. 


Convertible-account imports are decisive in the license purchases of Hungarian 
enterprises. The share of advanc-% capitalist countries has fluctuated between 
86 and 90 percent; two-thirds of the licenses come from six countries, and the 
Federal Republic of Germany is preeminent among them. Licenses from the 
socialist countries represent a smaller proportion, primarily in value. Among 
the CEMA countries, enterprises of the Soviet Union and the German Democratic 
Republic first and foremost are the most significant partners of Hungarian 
enterprises. 


More Important Data on Foreign License Purchases 
Purchase expenditures 








Number of licenses purchased in millions of forints 

from from from from 

the advanced the advanced 

CEMA capitalist CEMA capitalist 
Year countries countries altopether countries countries altogether 
1976 12 47 59 | 36 538 574 
1977 14 54 68 30 6i1 64) 
1978 36 73 109 30 716 746 
1979 27 65 92 78 807 885 
1980 45 73 118 74 695 769 
1981 5] 52 103 74 591 665 
1982 50 87 137 146 818 964 
1983 GG 100 144 97 960 1057 


Most foreign licenses are used in industry. Industry's share in license 
purchase costs works out to around 95 percent. 














tven today the industrial application of foreign technical knowledge is limited; 
it is restricted to relatively few enterprises and manufacturing fields. One 
hundred and eighty-nine industrial enterprises used one or more foreign licenses 
in 1983, and the number of products manufactured by using them doubled between 
i976 and 1983. The share of products manufactured on the basis of foreign tech- 
nical knowledge is relatively small--5.9 percent in 1983--in the total sales of 
industrial enterprises. 


The proportion of export sales in the sales revenue of license products was high 
throughout the period examined; it varied between 3] and 38 percent. The good 
export capability of products manufactured on the basis of a license chiefly tor 
machine industry enterprises yielded a high proportion of foreign sales, but 
products in light industry as well were exported to a degree exceeding the in- 
dustrial average. 


Return to Sender 


The trend toward exporting goods manufactured on the basis of licenses changed 
Significantly in the 1970s. Sales rendered in rubles were decisive (around 80 
percent) in middecade. However, the convertible-account export of these prod- 
ucts has grown dynamically in the last 6 years; its proportion was 70.3 percent 
in 1981 and, following a smaller decline in 1982, it rose again last year. 
Convertible-account sales amounted to two-thirds of license product exports in 
virtually every single branch of industry in 1983. 


Role of Foreign Licenses in Industrial Production and in Sales 








Total sales of Proportion of Proportion of 
license products export sales convertible exports 
as percentage of as percentage as percentage of 
Number of total sales of of total sales total export 
enterprises industrial of license sales of license 
Year using licenses production products products 
1976 124 3.7 37.0 -- 
1977 132 3.9 37.9 18.4 
1978 169 4.7 36.5 40.1 
1979 i181 Sei 36.0 46.8 
1980 177 5.3 30.7 62.0 
1981 164 4.9 32.9 70.3 
i982 173 5.2 36.1 61.0 
1983 189 5.9 37.3 67.9 


The rate of retransport to the license seller was comparatively high, roughly 
25 percent, in the convertible-account export of products manufactured on a 
license basis. The Hungarian enterprises in the foodstuff industry utilized 
the sales network of the partner enterprise to the greatest degree. In this 
branch of industry, namely, the partner bought back practically the entire 
quantity of these products. The retransport share in light industry was only 
50 percent, in machine industry about 35 percent. 
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The research-intensive and rapidly developing enterprises in the machine and 
chemical industries use 60 to 85 percent of foreign technical knowledge. 
Purchases by metallurgy, light industry and the foodstuff industry amount to 
a relatively small proportion of total license imports. 


End of State of Decline? 


The greater part of 1983's 50.4 billion forint trade transacted from products 
wanufactured on a license basis comes from the chemical industry, surpassing 

the machine industry which had occupied first place for a long time. In the 
chemical industry, the production value of products manutractured on a license 
basis tripled in the last 5 years, while the machine industry's total sales 
stemming from this remained essentially at the same level. The role of purchased 
foreign knowledge rises uniformly in light industry; the sector's share in 
license product exports was 8.2 percent in i983. 


As a consequence of the unfavorable turn in East-West relations, the oppor- 
tunities to accept modern technical knowledge deteriorated at the start of the 
1980s. The technical embargo in many cases prevents the socialist countries-- 
ungary, among them--from being able to obtain modern technical knowledge, 
chiefly in computer technology, telecommunications and microelectronics. 


Growth of the socialist countries’ mutual license relations has also slowed 
down in recent years. The number of purchases has risen, but the fees paid 
are smaller than in the 1970s, and technical/intellectual products of lesser 
Value dominate in the purchases. 


License purchases have again picked up in the wake of the world economic upswing 
and abatement of domestic economic difficulties. It thus appears that the 1979- 
1980 slump proved to be temporary; the conditions and possibilities for pur- 
chasing became more stringent, however. The majority of industrial enterprises 
adapted comparatively well to the new conditions. The role of foreign licenses 
and know-how continues to be significant in technical/economic growth, sub- 
Stantially greater than the proportion indicated by purchase expenditures. 
Assessment of the very valuable industrial investments made in 1981-1982 showed 
that the investments’ technical knowledge background in more than 20 percent 

was a foreign license. 


Experiences Analyzed 





Budapest FIGYELO in Hungarian No 1, 3 Jan 85 p 6 

{Article by Dr Tibor Jenei and Dr Gyula Zihaly: “Experiences of License Purchases"! 
.Text] The international trade of licenses grew powerfully between 1960 and 

1980. The world license trade increased 18-fold during this period, while the 
commodity trade “altogether” increased 1]2-fold. 

Researchers at the Finance Ministry's Organizational and Management Mechanization 


Enterprise conduct a representative inquiry for a summary of the experiences of 
domestic license purchases. 
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Sector Distribution of the 
31 Enterprises and the 60 
Licenses as a Percentage 











(1) Number of enterprises 

(2) Number of licenses 

(3) Metallurgy 
Machine industry 
Building material industry 
Chemical industry 
Light industry 
Foodstuff industry 
Construction industry 


The inquiry sought an answer to why the enterprises bought a license, when and 
from whom they bought it, and when and how effectively manufacturing began on 
the basis of the license. 


In general, the enterprises wanted to realize several goals through the license 
purchase. This is logical since modernization of the product structure, which 
figures in 34 percent of the purchase motives, simultaneously aims at increasing 
exports. The latter shares in 24 percent of the motives. Import reduction and 
efficiency increase (16 and 15 percent, respectively) carry almost equal weight 
among the motives. In the 1ll-percent group of other motives, the enterprises 
mentioned numerous additional factors. 


Above all, the enterprises wanted to raise the technical level through license 
purchasing and speed up its rate of development, after they considered that 
this method is less risky and time-consuming than domestic research. 


Hungarian enterprises adopted 20 percent of the licenses bought so far before 
i975 and 80 percent after 1976. The peak period for purchases was between 1975 
and 1980; 50 percent of the total purchases may be ascribed to this period. 


The enterprises thus discovered the possibilities inherent in license purchases 
fairly late. There were several reasons for this: earlier, the economy's in- 
ternal conditions were more propitious, and investment resources were more 
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plentifully available. The enterprises were not prepared to initiate and com- 
plete such transactions; they did not have adequate experience. 


A VASAROLT LICENCEK EREDETE {| ) 





Key: 
(1) Origin of purchased licenses 
(2) Capitalist 
(3) Socialist 
‘4) Domestic 


The license trade declines beginning in 1980, primarily because enterprise 
resources which can be applied for such purposes are more scanty. The Western 
technical embargo alse prevents the purchasing of licenses in certain fields. 


The enterprise directors stated that acquiring a license from capitalist markets 
demanded a lot of hard work, because procurement of the various authorizations 
and the necessary money is a very “rough” task, and yet the transaction is 
Simpler and quicker than in the case of domestic licenses or those derived from 
the CEMA countries. They also stressed that they had at their disposal very 
little information about the latter two and that they knew more about what there 
is in Japan than in the neighboring street or the neighboring country. This 
indicates that the effectiveness of the flow of technical information must be 
improved. 


According to the survey, out of the 60 licenses purchased, production began 
within 1 year on the basis of 11 licenses, within 2 years on the basis of 24 
licenses and within 3 years on the strength of 15 licenses. Two of the addi- 
tional 10 licenses were turned to good account after 3 and 5 years, respectively, 
and in eight cases it was impossible to determine precisely the time devoted to 
preparation. (According to a National Technical Development Committee study 

on the application of licenses, the average introductory time for licenses used 
in industry is 15 months.--Edit.) 


It is impossible to evaluate, on the strength of some pattern, the time for 


preparation and putting into use and the activity of the enterprises in this 
direction, because that depends on the nature of the product, the infrastructure 
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of domestic operation, the undertaking and service of the shipping company, etc. 
It would be ideal if the enterprises would put the licenses to use within ! year 
of purchase, but in some sectors even this amount of time can prove to be a lot. 


The preparatory period of 2 years and longer which precedes practical applica- 
tion shows that purchase of the license is not preceded by the kind of careful 
and detailed preparation which could have made quick application possible. 





The unsatisfactory involvement of participating foreign trade enterprises, the 
poorly prepared contracts weighed down with disadvantageous conditions, and the 
inexperience and uninformedness of negotiation participants have meant many 
obstacles to the rapid applicability of a purchased license. These problems 
draw attention to the fact that the licenses can be adapted rapidly if the 
license contract is tied to an agreement of cooperation; and the seller, too, 
becomes interested in the earliest possible start of manufacturing if the enter- 
prise has at its disposal the technical and personal conditions which make rapid 
adaptation possible. 


The putting into production and the purchase of the 60 licenses cost rouphly 
4.5 billion forints. Approximately 900 million forints (20 percent) were paid 
directly out of this sum for license purchases and about 3.6 billion forints 
(80 percent) for related investments. Approximately one-third of the sum dis- 
bursed for direct license purchases was paid out immediately at the time of 
purchase; the enterprises remitted two-thirds in yearly installments. There 
occurred license purchases in which the deliverer did not demand payment of a 
special fee but did stipulate the establishment of a cooperative relationship, 
i.e., that the recipient can obtain the components and materials necessary 

for production only from him. For a license in the pharmaceutical or rubber 
industry, the deliverer--presumably taking for granted the more dynamic market 
conduct of the Hungarian enterprise--stipulated, instead of the one-time fee, 
a year’s share of the profits from the product manufactured on the basis of the 
license. 


Out of the 60 licenses, 42 fees and related investments were defrayed from the 
enterprises’ own resources. State subsidization was used for the investment 
costs of the remaining 18 licenses so that, within these, the purchase of five 
licenses took place entirely from foreign sources. The National Technical 
Development Committee or rather the branch ministries offered subsidies only 
for license purchases of an expressly strategic nature. 


Upon examining the licenses’ payback, it can be verified that five licenses 
paid for themselves sooner than planned, 18 according to plan and 15 later than 
planned; one license showed a loss. For 10 licenses the seiler did not ask for 
compensation; he did stipulate the purchase of raw materials only from him. 

The introduction of 1! licenses is still pending, so that they cannot be 
evaluated from the standpoint of payback. 


Problems appear mainly in the application of licenses with slower payback. 
This can be explained by the fact that they required a greater investment-- 
their payback according to the plans is therefore slower--and common problems 
experienced with investments (coverage insufficiency arising from price 





increases, lack of capacity, etc.) make their effect felt here, too. The drop 
in demand which took place on the convertible-account export markets also con- 
tributed to an increase in the payback rate. 


The Share of Products Manufactured on 

the Basis of a License in the Total 

Production of the Adopting Enterprise (1983) 

Number of licenses Their production proportion 
(as percentage) 








2 44-57 
l 25 
8 11-20 
12 6-10 
34 1-5 
3 cannot be evaluated 


The data make clear that the majority of licenses influenced the production 
structure only to a small degree, although this was the most important motive 
for the purchases. 


In the opinion of the enterprise directors, the licenses contributed effectively 
to the acceleration of technical development, the modernization of production 
structure and the development of manufacturing culture. The planned expansion 
of exports did not ensue in every case, and yet thanks to the adoption of 
licenses, the enterprises preserved their market positions and their inter- 
national cooperative contacts in the recession years. 


The enterprises and the macroeconomic management agencies have often judged 
the effectiveness of the application of licenses differently. The economic 
units place a higher value on the incidental benefit of the licenses than does 
macroeconomic management, which has first and foremost counted on a pfreater 
degree of modernization of the production structure. 


In the examined cases, the enterprises plan the further development of 40 li- 
censes, 28 of them as subsequent development, as their own research. Yet in 
one-fifth of the cases the license deliverer undertook it. Because of the-- 
in all likelihood--disproportionately high research costs and the diminishing 
sales possibilities, the enterprises do not consider large-scale development 
justified. This indicates that it is advisable to reduce the proportion of 
licenses exploitable only in the short term. 


The enterprises recognized that license purchasing was an important, quick and 
in many cases less costly method of eliminating their backwardness in technical 
development and innovative processes. They want to use this method--with ad- 
equate preparation and keeping in mind economic efficiency--even if they know 
that the license seller is not offering the most up-to-date technical solutions. 
Some of the enterprises try to offset this disadvantage through further domestic 
development of the license. 
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The enterprises must develop a license policy so that the current high invest- 
ment intensity of growth abates. This is encouraged not only by the scanty 
investment possibilities but also by the payback requirement. Although the 
enterprises’ familiarity with purchasable foreign licenses has improved in 
recent years, it is still unsatisfactory. 


Propaganda which helps to familiarize and spread domestic developments has 
achieved only moderate results so far. Better and more detailed information 
for the enterprises could increase within a short time the advantages arising 
from the application of licenses. 


The essential condition for successful application of licenses is to put them 
to use quickly. The possibility or rather the conditions for this could be 
improved by further simplification of authorization procedures and by more 
careful preparation of enterprise specialists who conduct business negotiations 
and conclude agreements. 


Successful Purchase 
Budapest FIGYELO in Hungarian No 1, 3 Jan 85 p 7 


[Interview with Gyorgy Lendvai, head of the technical development department 
of the Machine Tool Industry Works (SZIM), by Wiesel: “Nice license”; date and 
place not specified] 


[Text] In 1981, SZIM concluded a license agreement 
with the Italian firm Farufaldi. Our colleague talked 
with Gyorgy Lendvai, head of the technical development 
department, about the experiences so far of this 
license purchase. 


[Question] Why was the license purchased? 


[Answer] Our enterprise NC and CMC manufactures and exports lathes. Earlier 
we had bought automatic-control turretheads and our modern turning lathes from 
the Farufaldi firm, and the customers asked for these heads. An increase in 
exports made it advisable for us to replace the imports with our own manu- 
facturing. We therefore bought the license. 


[Question] When was the first piece of work produced? 
[Answer] We received the product's documentation from the Italian firm in May 
of 1982, and by the end of 1983 we had produced the first series, the so-called 


zero series. 


[Question] Is the quality of the turretheads manufactured by SZIM satisfactory? 


[Answer] Yes. The firm which supplies the license and the customers alike 
consider our product to be of the same quality as the one manufactured by the 
Italian firm. 








[Question] Which is cheaper: to import or to buy the license? 


[Answer] The license is unambiguously the cheaper solution in this concrete 
case. 


" 


[Question] Were there stipulations for adapting the license at the enterprise’ 


[Answer] Only to a certain extent, because, for example, due to foreign 
exchange reasons we still have not succeeded in purchasing the grinding machine 
necessary for manufacturing the license product. So the amount of imports in 
these products is still high. 


[Question] How modern is the Italian firm's product? 


[Answer] The license we bought corresponds to the general European level of 
modernness. With it we can market our products competitively abroad. 


[Question] Will SZIM continue to develop this tool? 
[Answer] Yes, we want to make smaller improvements on our own. In our improve- 


ment concept, however, we would rather develop other movable tools and toolhead 
grips. 
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YUGOSLAVIA 


ECONOMIST POPOV DISCUSSES DEFECTS IN DECENTRALIZED SYSTEM 
Belgrade INTERVJU in Serbo-Croatian 23 Nov 84 pp 8-11 


[Interview with economist Zoran Popov, senior scientific associate of the In- 
stitute of Economic Sciences in Belgrade, by Julijana Mojsilovic: "What Is 
the Yugoslav Economic System-Neither Fish Nor Fowl"; date and place not spec- 
ified] 


[Text] Zoran Popov, 45-year-old doctor of economics, is a senior scientific 
associate of the Institute of Economic Sciences in Belgrade and until recently 
its director. He has published about 40 studies and books and a sizable num 
ber of articles in the fi-ld of economic theory. He teaches "self-management 
social planning” at the School of Economics in Subotica. 


I talked to Zoran Popov about the difficult situation in the Yugoslav economy 
and the reasons for postponement of the Long-Range Stabilization Program. 


[Question] You recently said in the debate on the proposed version of conclu- 
sions of the 13th Meeting of the LCY Central Committee which took place in the 
Institute of Economic Sciences that the Long-Range Program ... is a political 
document which reflects compromises. Anyone who reads it, you added, can find 
in it something which favors him, but also something which is against him. 

Are those in your opinion the reasons why such solutions are not being imple- 
mented? 


[Answer] I think that that is not what is involved. It would be good if they 
were carried out, even just as the, are. The Long-Range Program ... is after 
all clearly committed on certain matters, but on many it is not definite and 
precise. It is indeed even controversial with respect to certain matters 
which it concerns. This points up the fact that it was adopted as a political 
compromise not as a platform for solving the major problems that have built up 
in the economy. 


[Question] In what re-pect is it controversial? 
[Answer] The program has remained vague on the redistribution of economic 
functions among sociopolitical communities and between sociopolitical communi- 


ties and economic entities. Nor has it touched on the question of whether 
economic policy can be effectively conducted at the level of the republics and 
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provinces. It is not sufficiently clear in defining the strategy of the coun- 
try’s long-range development. Not a step has been taken from the present 
situation in that regard. It is not evident from the program whether the 
country's development strategy should continue to be a simple summing up of 
the development strategies of the republics and provinces. It offers certain 
changes in the laws embodying the system, but not an essential change of di- 
rection in reaffirmation of socialist self-management as an effective economic 
system. 


[Question] You did not answer my question as to why the program is not being 
carried out.... 


[Answer] For a simple reason: every attempt to change some part of the eco- 
nomic system will be frustrated because of the solutions that prevail in the 
political system. Changes in the foreign exchange system, for example, im 
pinge on the question of the economic sovereignty of the republics and prov- 
inces. And all other changes will impinge on the same question: Can there be 
eight economic sovereignties in a country's undivided economic space? Unless 
there is a solution to that key problem, no sort of essential changes can be 
carried out. 


[Question] How did that economic federalism actually become enthroned? 


[Answer] Gradually. Since 1961 not a single medium-term plan for the coun- 
try's development has been fulfilled. It is no accident that this did not 
happen. Some were given up, and fulfillment of the others had become point- 
less, since economic developments had gone in the opposite direction from the 
planning taig*t:is. This means that particularist tendencies in development 
had become strong even in the sixties. Under internal political pressure or 
for certain other reasons which cannot be explained in economic terms. The 
1965 economic reform was the sole organized attempt before the Long-Range 
Program to reorient the country's economic development toward strengthening 
undivided economic space by strengthening the role of the market. But under 
the impact of strong particularistic tendencies, which culminated in the na- 
tionalistic movements in the late sixties, realization of the reform became 
impossible. Then there followed the 1971 amendments and the 1974 Constitu- 
tion. They legalized in formal terms the situation in which the republics and 
provinces are sovereign states in the economic domain. This for all practical 
purposes negated the economic sovereignty of Yugoslavia as a whole and the 
unified market as an instrument of that sovereignty. 


Since 1975 the country's foreign debt has been growing at a very rapid rate, 
investment activity has been utterly unsynchronized, the efficiency of the 
economy has been dropping sharply, and the country has been rapidly sliding 
into a serious economic crisis. Since the causes of the crisis are systemic 
in nature, the economy is unable to react to the signals from the outside 
world (the petroleum crisis, interest rates, and so on). Our economic system 
is continuing to function as a consensus economy, although things in the world 
economy have altered radically. In its effort to export, for instance, it now 
has to trade with economies in which efficiency is dominant, but our economy 
is almost entirely regulated by the principle of the sovereignty of the parts, 
and efficiency is inessential. 


33 





Our republics and provinces are behaving more and more like economically sov- 
ereign states and waging “economic wars" with one another. Since Yugoslavia 
is the immediate world outside, they are directing most of their efforts to- 
ward solving the problems they have with one another. They are behaving like 
states surrounded by the rest of the world. Trade among the republics and 
provinces is less than it is with many European countries. Interrepublic cir- 
culation of goods is today less than 25 percent of commodity sales. There is 
practically no regional circulation of capital and foreign exchange. That is, 
it is possible only on the basis of an agreement between the leaders of the 
respective republics and provinces. Which means that the country has neither 
an undivided market nor undivided economic space. For more than 20 years, 
then, rounded-off economic structures of the republics and provinces have been 
shaped in Yugoslavia. And they are behaving accordingly. By all appearances 
that has in fact been the goal of development strategy. Regardless of whether 
anyone was aware of the economic consequences. 


[Question] Are those the reasons why there is ever more frequent talk about 
the need to amend the constitution and the Law on Associated Labor? In what 
direction would amendments be desirable in your opinion? 


[Answer] I think that it will be necessary, indispensable, to amend both the 
constitution and the Law on Associated Labor. As for the law, I think that 
everything it regulates can be taken care of by the constitution. Especially 
if we have laws embodying the system to regulate the parts of the economic 
system. 


The essential thing here is that our economic system came into being as the 
extended arm of the political system. All of its solutions are unilaterally 
decided by the solutions of the political system. There has been no feedback, 
and that is why the economic system has not been able to solve the economic 
problems of development, but only sociopolitical relations. One of the great- 
est oversights occurred in the distribution of economic functions between eco- 
nomic entities and sociopolitical communities. Now they are mainly concen- 
trated at the level of the republics (provinces) and opstinas. The socialist 
se!f-managed enterprise and the Federation have practically no economic func- 
tions in which they are autonomous. 


Such a situation is untenable, one can see that with the naked eye. The con- 
duct of development policy and economic policy is in the domain of the repub- 
lics and provinces, but objectively they are unable to perform those economic 
functions. By its nature this question must be settled uniformly for the en- 
tire regional framework which defines the undivided economic space and the un- 
divided market. That is why “matters of state are a concern” both at the 
level of the Federation and at all other levels of decisionmaking. In my 
opinion no solutions are possible in this way. After all, even if an agree- 
ment is reached on this kind of "joint policy,” it will not be possible to 
carry it out. The best evidence of this is that not a single medium-term de- 
velopment plan has been fulfilled since 1961. The situation is the same with 
the agreements on the annual plans for development and their implementation. 


[Question] But could it have been different? 
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[Answer] Yes. The socialist self-management model of economic activity pre- 
supposes a planned market economy. The planning component can be achieved only 
if it is founded at the level of the entire national economy, and that presup- 
poses the existence of autonomous economic functions at the level of the Fed- 
eration, above all the functions of development policy and economic policy. 
Likewise it is not possible to strengthen the market component in development 
unless the enterprise is independent in making business and financial deci- 
sions, which means that it would have autonomous economic functions, would 
make decisions independently in that domain of its own, would bear the risk of 
its decisions, and so on. 


Those economic functions which stimulate and improve the efficiency of eco- 
nomic activity and the conduct of business should be at the level of the re- 
publics, the provinces and the opstinas. 


[Question] What would that kind of redistribution of economic functions sie- 
nify in political terms? 


[Answer] In my opinion, nothing bad. The solutions so far, which define the 
republics and provinces as sovereign states, are in any case a failure. This 
is a concept which was perhaps possible in the 19th century, but not today. 
States were created at that time, we created ours somewhat later. It either 
has or it has not been created. It cannot be both a fish and a woman. It 
does not seem to me that reducing the republics to what they were, say, under 
the 1963 Constitution would signify a negation of socialist self-management. 
Still less would the amendment of the 1974 Constitution signify a revision of 
the AVNOJ [Antifascist Council of the National Liberation of Yugoslavia] prin- 
ciples. The issue has to be settled of whether Yugoslavia constitutes undi- 
vided economic space with an undivided market or not. This would then have to 
be consistently operationalized through the economic systen. 


[Question] The undivided market has in fact been guaranteed by the constitu- 
tion. 


[Answer] The constitution defines two essential elements for working out the 
economic system: the undivided market and the economic sovereignty of the re- 
publics and provinces. Experience has shown that these two principles are in- 
compatible. 


[Question] How about the alternative of a common market? 


[Answer] That would signify the country's political disintegration: taking 
Yugoslavia back to the 19th century and the creation of several states, which 
would embody the idea of the common market. This would actually mean that the 
country would first be broken into pieces, and then ways would be sought of 
creating it once again the way it has to exist in the 20th century. 


[Question] Politics has obviously always come ahead of economics in our coun- 
try. There are those who think that that kind of attitude cannot in fact be 
avoided, sometimes not even in the short run. To what extent, in spite of all 
the oaths sworn to a return to economic principles, is politics even now the 
tutor to the economy? 
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[Answer] I think that economists are generally agreed that the country’s eco- 
nomic development has been unnecessarily politicized over a lengthy period of 
time, that it has been guided on the principle of political voluntarism. That 
is the case even now. Of course, economists do not dispute the need for the 
strong role of the political factor in development, especially in a planned 
economy. After all, planning makes sense only if the political factor is pre- 
pared to accept planning, which means that realistic plans are adopted and 
their consistent execution is insisted on. 


The fact that not a single medium-term development plan has been fulfilled at 
the level of the country for more than two decades, which I have already men- 
tioned, indicates that the tutelage of politics over the economy was mis- 
takenly located and put in the wrone places. Politics has been making invest- 
ment decisions independently of associated labor. The latter has been unable 
to have its say on this, the political factor has actually taken over the role 
of the enterprise, and it has been neglecting the functions which it must per- 
form. It has behaved like an entrepreneur and has been making business deci- 
sions motivated by economic federalism in development strategy. However, now 
the infant is already born and has to be rocked. The enterprises created in 
the framework of the concept of the development of regional economies are now 
turning for help to their respective political factor. They, of course, can- 
not turn to the market, since by the laws of the market a large portion of our 
economy would never have been created, nor could it survive. Analyses show 
that overemployment in the economy of the socialized sector amounts to about 

1 million people, and in noneconomic and service activities there are several 
hundred thousand more than necessary. 


[Question] The obligation of the political factor, as you put it, is great. 
Do we have in our country, in actual practice, correctives that apply in po- 
litical and business decisionmaking’ 


[Answer] I think that at the moment they do not exist or they are very lim- 
ited. Our mechanism for business and financial decisionmaking is inoperative 
and ineffective. An economic system that is politically determined cannot 
guarantee economic efficiency. In practice, enterprises ought to be making 
business decisions, but they cannct make them, for one thing because the sys- 
tem of distribution of income does not afford them the accumulation that would 
guarantee them a certain degree of independence in decisionmaking. The bank- 
ing system has become a service of the sociopolitical communities instead of a 
service of associated labor. In reality both the resources and the economic 
power have been placed outside associated labor. 


The functioning of the economic mechanism is organized in such a way that an 
untenable and superseded economic structure of the country has taken shape, 
with the full domination of economic federalism over economic optimality. An 
economy which arose in that way is unable to operate as a corrective in deci- 
sionmaking. Today it cannot do anything without consent of local, provincial 
or republic authorities.... 


[Question] Does that mean that the economy cannot figure as any kind of cor- 
rective in decisionmaking? 








[Answer] No, it cannot. Aside from that, it is broken into tens of thousands 
of OOUR's [basic organization of associated labor], work organizations, SIZ's 
[self-managing community of interest] and the like. The pre ent economic 
mechanism is unable to independently achieve essentially different business 
results than those at present. After all, that structure was not even created 
to be economically efficient, to achieve enviable economic results. It is the 
product of a development ideology determined exclusively by the economic sov- 
ereignty of the parts. Accordingly, our economy is today not objectively able 
to operate as a strong corrective factor in the making of political and busi- 
ness decisions. 


[Question] Have there been attempts to find some scientific corrective to the 
economic situation? Wasn't the “white paper" of the Institute of Economic Sci- 
ences, entitled "The Economic Functions of the Federation"--one such attempt? 
It was done 13 years ago at the request of the Federal Executive Council. It 
was not adopted, and the unofficial explanation was that it was better to op- 
erate below the economic optimum and satisfy the interests of the nationali- 
C1@S.cc- 


[Answer] There were attempts even in the actual creation of the new economic 
system, in 1971, to protect economic optimality and efficiency. The institute 
was attempting in that study to propose a distribution of economic functions 
within the framework of sociopolitical communities, solutions which actually 
were optimal in organizing management of the economy. The study was done in a 
context of full respect for economic reality and for economic duties. How- 
ever, there was insistence at that time that the hierarchy of levels of deci- 
sionmaking also had to be respected because of the hierarchy of development 
problems. An attempt was made to prove that this solution would not negate 
the federal system of our community, but would, on the contrary, result in its 
fuller affirmation through a strengthening of self-management. At that time 
such views simply could not be taken up. 


It seems the study is relevant once again. After all, it is clear today that 
the experiment with the new economic system is a failure and that Yugoslavia 
must fundamentally alter certain basic postulates on which the entire mecha- 
nism of economic decisionmaking is based. 


To what extent can science be a corrective? (It has to be said that so far 
not a single law embodying the system has been supported in the Federal Eco- 
nomic Council, neither the law on planning, nor the law on prices, nor the law 
on expanded reproduction, and so on.) Not a single one. Back in 1978 and 
1979 the institute warned that unless the conditions for development in terms 
of the economic system were radically altered, Yugoslavia would soon move into 
a zone of negative growth rates. This did in fact happen, last year. Unfor- 
tunately, no one wanted to take the warning seriously. 


So I think that not a single economic, systemic or development solution ought 


to become the subject matter of a political decision unless it has first been 
verified by economic science. 
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[Question] Is it also because of that dominance of politics over the economy 
that responsibility is unidentifiable? 


[Answer] The question of responsibility has at least two separate dimensions. 
One is the responsibility for major historical mistakes in the country's de- 
velopment which have put Yugoslavia in today's state of economic and social 
crisis. In my opinion that responsibility has to be taken by the party: re- 
sponsibility for mistaken guidance of the development of the Yugoslav economy, 
for breaking it up into eight segments, for shattering the unity of the market, 
and so on. In fact responsibility for creating an economic structure which is 
incapable of developing independently in broader proportions. After all, our 
economy needs additional capital from abroad for its development. And if that 
is lacking, it can function only at the price of a dropping of personal in- 
comes and the standard of living. So, responsibility for that situation would 
have to be taken by the LC, along with adoption of a clear program for over- 
coming that situation. 


The second dimension of responsibility is the responsibility for individual 
mistaken investment projects. I think there is no dispute that investment de- 
cisions have been made by the political factor at various levels of decision- 
making, and not by associated labor (the enterprise). It is quite certain, 
then, that responsibility cannot be borne by the workers alone, as has been 
the case up to now. And they have been taking it in the sense that their per- 
sonal incomes and their standard of living have been dropping unceasingly. 
That responsibility, then, has to be taken by those people who in fact made 
the decisions. That does not mean that they can pay for all those troubles 
and difficulties, but it would at least be normal to place the responsibility 
individually for the major investment mistakes and for people to bear the po- 
litical consequences of that. That would be a platform that would guarantee 
that Yugoslavia's entire working class would be behind that kind of policy of 
the LC. 


Instead of that attempts are now being made to rally the working class behind 
the leaders of their respective republics and provinces and to defend at all 
costs almost all the mistaken investments. This creates a situation in which 
the bodies of political leaders wil! sooner or later cut a deal with the na- 
tionalistic circles in attempts to maintain unaltered trends of development 
which are based on the economic sovereignty of the republics and provinces. 

It is clear that unless some sensible program for overcoming the crisis situa- 
tion is adopted, the situation today will become burdened more and more with 
nationalism. 


Why am I insisting on these warnings? Because the personal responsibility of 
people will probably further the realization once and for all that it is not 
permitted to experiment with people and an economy in the way this is done in 
the natural sciences. We have brought the economy to a state where it can no 
longer develop, and we are not offering prospects for getting beyond that sit- 
uation. And what we have adopted, the Long-Range Stabilization Program, we 
are not carrying out. 


[Question] And are the OUR's, then, responsible? 
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[Answer] Another thing is that our legislation, in effect the collective 
leadership and management, makes it far more difficult to place responsibility. 
Formally it can be established that the OUR's are responsible for all the in- 
vestment mistakes, since they did vote in favor of all the investment deci- 
sions. But essentially matters stand differently. Except in formal terms as- 
sociated labor has not been making decisions on investment projects. Since if 
it had, it is certain that not a single refinery would have built its own com- 
petitor. In this sector we now have capacity that is at least twice as large 
as our real needs. There are many similar examples. It is obvious that not a 
single OUR would undertake such an oversizing of capacity when both the domes- 
tic and export needs are known. It is clear that the decisions on construc- 
tion have been made by the leadership in the various republics and provinces, 
supporting development of their respective republic and provincial economies. 


That is something difficult to acknowledge. Especially when the dialogue is 
being conducted from the standpoint of economic federalism, that is, of di- 
versified partial interesecs. 


[Question] In speaking about the proposal of conclusions [of the 13th Meeting 
of the LCY Central Committee], you said that you were worried about the in- 
ability of the top leadership of the party to do anything radical. Does that 
mean that in your opinion the LC is the organized force which should carry out 
any possible changes? 


[Answer] I believe that in our country the LC is the only organized force 
which ought to carry out the changes. It has to commit itself on the most im- 
portant issues in the country's future long-range development. But I have the 
impression that the state of the crisis in Yugoslavia is underestimated. As 
though people do not see how serious it is. In my opinion over the next 10-15 
years Yugoslavia will not be able to achieve growth rates higher than 2 to 3 
percent a year. Unless radical changes are really carried out in the economic 
system and development strategy, the Yugoslav economy will remain at the level 
of the development capabilities of prewar Yugoslavia. 


Because of the seriousness of the situation, and so that the changes might be 
carried out, the LC must separate itself from the government. The government, 
just like the enterprises, ought to be responsible for performing economic 
functions, while the party is the guiding force and corrective mechanism. 


[Question] In the recent statements by some of our highest party officials 
views in this regard are not unanimous. Has federalism struck down deep roots 
even in the LC? 


[Answer] I think that it has. The party is now behaving just like a state. 
That means that the republic and provincial bodies of leaders are the creators 
of the republic and provincial development policy, together with government 
authorities. However, as soon as the country got into the crisis, the LC 
should have provided an analysis of the causes which brought about that crisis 
and should have adopted on that basis a political program or platform for 
overcoming the state of crisis. Unfortunately, the long-range program does 
not do that. It is more a professional document which can be discussed. As a 
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political compromise it is difficult to carry out. It is not possible to re- 
vise just the economic system and to leave the political system untouched. So- 
lutions can be sought for overcoming the crisis only on the basis of an analy- 
sis of the entire economic, political and social situation in the country. As 
I have already said, that is the party's job, since we are talking about pre- 
serving the foundations of the system and proving that the system of socialist 
self-management can function effectively. 


[Question] Some people have proposed in the general party debate that an ex- 
traordinary congress of the party be called. Recently the LCY Central Commit- 
tee answered those demands indirectly--the congress will be held in mid-1986, 
no sooner, no later. Putting aside the time, what ought to be the principal 
topic at that conference? 


[Answer] The experiment in the development of self-management which we have 
been conducting since 1974 ought to be put under the magnifying glass at the 
next congress. There has to be a reassessment on the basis of the results of 
practical application of the concept of the political and economic system de- 
fined in 1974 and it ought to be revised in all those elements which are 
standing in the way of the normal functioning of the economy. 


[Question] Can the preparations be made in good time? 


[Answer] Why not? It only takes a few months to prepare specific solutions. 
For many of them professionally conducted analyses already exist. It remains 
for the party to examine all this, to take its positions and to adopt assess- 
ments, and there must also be a readiness to resolve the situation as it 
stands. In that sense it is absurd to say that we are in favor of changes of 
the economic system, but only provided that the constitution and the Law on 
Associated Labor are left untouched. That means that we are against changes. 
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UNCERTAINTY REGARDING MONETARY-—CREDIT POLICY IN 1985 
Belgrade PRIVREDNI PREGLED in Serbo-Croatian 21 Dec 84 p 6 
[Article by Zoran Nikodijevic: "A Riddle Called Restrictiveness" |} 


[Text] The end of the year has drawn quite near. But there are still un- 
knowns in the monetary and credit policy for next year. It seems that the 
dilemmas about whether it has been restrictive or expansive this year, what 
should be done next year to set up a barrier to inflation--have not been alto- 
gether cleared up. 


The assurances that monetary and credit policy has been restrictive even this 
year have no solid basis at all. The datum that in the first three quarters 
of this year restrictiveness was 12 percent would suggest that that was actu- 
ally the case. But clarification is still necessary as to the extent of note 
issue, the rate at which money circulated, and especially the influence of 
certain aggregates, such as deferred payments, which have been so much in dis- 
pute (this came to an end as of 1 December of this year), but it is indisput- 
able that none of this can be ignored. If we add to this that there are cases 
where credits have not been repaid on time, that illiquidity, in spite of all 
the assurances, has remained a disturbing phenomenon, it suggests the conclu- 
sion that monetary and credit policy has been expansive this year. Another 
piece of evidence is that it is not very likely that the rate of inflation 
would have risen if there had been that kind of restrictiveness, and yet that 
has been the case in the year which is now coming to an end. 


It would be a mistake to advocate implementing harsh measures of monetary and 
credit policy in the coming year, since the true measure of restrictiveness 
should and must contribute to calming down inflation, which is Task Number One 
in both economics and politics. 


It is a little strange that not a single official document, not even the draft 
of the resolution, contains any estimates of inflation for the coming year. 
How is it possible to tailor a policy at all when the basic measurement is not 
known, at least not at present. To be sure, the National Bank of Yugoslavia 
recently issued an estimate that inflation in 1985 would range between 40 and 
45 percent, while the social product would grow at 2 percent. It is easy to 
draw from this the following calculation: the nominal social product would 
record a growth of 47 percent, the money supply, if one does not wish a general 
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initiator of inflation, 42 percent (although the more precise bracket is 39-42 
percent), and the epilogue would be a restrictiveness of 5 percent (represent- 
ing the difference between the growth of the nominal social product and the 
money supply). 


Yet this is only the estimate of the National Bank of Yugoslavia, since, as we 
have already noted, inflation is not mentioned in a single official document, 
at least not when it comes to estimates. 


We have to know precisely what we are entering the next year with, what is the 
rate of inflation we would like, since otherwise it is impossible to synchro- 
nize factors, above all within the framework of monetary and credit policy, so 
that after 3 years of growth inflation would be reduced in the coming year. 


Another reason why this observation is important is that the real rate of in- 
terest is waiting for us as of 1 April 1985. So we again must devise a hy- 
pothesis in this case. It could happen, we repeat that this is only a hypothe- 
sis, that inflation would be, say, 61 percent toward the end of next March, 
which would signify a real rate of interest of 62 percent! 


Which leads to a question and a dilemma. What economy, what sort of economy, 
is it that in this entire situation could support that kind of interest rate? 
Won't it happen, one can confidently say, that the expansive rate of inflation 
will devalue everything constructive that has been recorded in the economy, by 
which we mean the growth of output (output grew 5.6 percent up through Decem- 
ber of this year) and growth of labor productivity, exports, agricultural out- 
put, and so on. 


How long will we tolerate the monopoly position of certain producers, artifi- 
cial shortages, for which the true name is speculation, and when will we over- 
come once and for all the psychological situations, especially when it comes 
to prices. Let us merely recall the falling of prices, when a general explo- 
sion took place. Of course, we ought not to advocate any sort of administra- 
tive intervention in this area, since it has already shown itself to be mis- 
taken, but the ways and means have to be found. 


To conclude, restrictiveness in monetary and credit policy next year is indis- 
pensable. Yet it is not a matter of indifference, and the coefficient of re- 

strictiveness cannot be the same, when the nominal social product (nor should 

we forget prices) is growing at a rate of 80 or, say, 20 percent. Should the 

economy lose fairly strong support of credit, and that takes us back again to 

interest rates, it will not be able to achieve the desired growth rates. 


[Box, left] 

The Plan Has Been Fulfilled 

It seems that in spite of everything monetary and credit policy has fulfilled 
its tasks this year. Yet the limit on primary note issue was exceeded, since 
the plan called for 130 billion dinars, and then a special order raised it to 


176 billion dinars, and finally an additional 40 billion dinars for special 
purposes, which means that total note issue was 216 billion dinars. 
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But when it comes to limits and the rate of exchange of the dinar, everything 
was entirely fulfilled and is in line with the Resolution for 1984. It is es- 
pecially constructive that monetary and credit policy has been brought into 
line with real movements, which was done for the first time this vear. Con- 
sistent application of monetary and credit policy can greatly mitigate the con- 
sequences of the bad economic situation, and perhaps we ought to draw a lesson 
from this. 


[Box, right] 
Quarterly Adaptation 


The framework of monetary and credit policy for the coming year has to some ex- 
tent been set forth. We know approximately how restrictive it will be (al- 
though all the dilemmas have not yet been cleared up), how and what bank lend- 
ings will be, but during the next year it will be more frequently necessary to 
adapt monetary and credit policy to the flows of real movements. We do not 
see any reason why after, say, 3 months it would not be possible to bring mone- 
tary and credit policy into line with real developments. Primarily because 
after 3 months of business operation a great deal is known, and indeed it is 
best to adapt the basic aggregates in the short run. Again, on the other side 
there is the question of what sort of monetary and credit policy could foresee 
the basic movements in such a short time with a certain percentage of accuracy? 


That is why the most logical thing seems to be to adapt following the semian- 
nual and third quarter accountings, since then intervention would still be 
timely with a transfusion of money and lendings, but also inflation could be 
controlled far more reliably. 
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STATUS, OUTLOOK AFTER 1 YEAR OF ASSOCIATED BANK OF CROATIA 
Belgrade PRIVREDNI PREGLED in Serbo-Croatian 21 Dec 84 p 3 
{Article by Jasen Grubic: "Debts--The Most Serious Trial") 


[Text] Although established 25 July 1983, only quite recently, after compre- 
hensive preparations, has the Associated Bank of Croatia emerged as a full- 
fledged entity in establishing economic and legal relations in business life 
in the undivided space of Yugoslavia and in conducting foreign transactions in 
the name of all its members. The total balance-sheet amount of the 21 banks 
which are members of only this financial institution is 1,199.6 billion dinars, 
and when the 6 banks which have dual membership, that is, which belong to the 
systems of other associated banks in the country, are included, the figure is 
1,330.1 billion dinars, which means that with that balance the Associated Bank 
of Croatia [UBH] has a share of 22.5 percent in the country's total banking 
potential and is Yugoslavia's largest financial association. 


Moreover, the basic structure of the balance sheet for the 21 members shows 
relatively favorable maturity patterns for sources and lendings, as well as a 
relatively favorable origin of funds. This balance and the presence of nu- 
merous factors acting for stability in the consolidated balance sheet of the 
UBH does not, it is true, mean that the individual members do not have pro- 
nounced structural imbalances and points susceptible to illiquidity. There 
are such problems, especially in Privredna banka Zagreb [Business Bank of Za- 
greb]. 


Affirmation of the Processes of Integration 


This bank has also worked out in specific terms the principles for offsetting 
mutual foreign exchange payables and receivables of the banks in the republic 
which came about in ihe period between 1981 and the end of 1983 through opera- 
tion of the so-called “little” foreign exchange law (on the basis of setting 
aside 15.9 percent of the inflow of foreign exchange and 20.9 percent of pay- 
ments from those resources). Proposals have also been made for clearing up 
relations related to the importation of petroleum in 1981, and proposals have 
also been made finally for regulating mutual foreign exchange payables and re- 
ceivables on the basis of Article 71 of the ZDP [Law on Foreign Exchange Trans- 
actions and Credit Relations With Foreign Countries]. 


44 








The UBH has also prepared an assessment of certain other problems, indicating 
at the same time possible solutions, the entities which ought to participate 
in that process, and the views of the competent authorities in the republic 
should have been made known already. This reference is to long-term and fun- 
damental solutions to covering INA's foreign debt, meeting the obligations of 
certain banks toward the National Bank of Yugoslavia, the procedure for re- 
turning the resources of OUR's [organization of associated labor] from outside 
the republic that have been committed by applying the so-called "circles," es- 
tablishment of the obligations of OUR's and basic banks with respect to social 
service purposes, and so on. All of this has fateful importance to the UBH, 
since even at the outset of its operation situations could be created which 
are not immune to a crisis of foreign exchange liquidity and indeed even a 
blockade of the entire UBH system. 


Within the set of urgent problems of transactions with foreign countries, pay- 
ment of $57 million of short-term credits and lines of credit which have come 
under the 2-year moratorium comes due on 17 January 1985. This is a moment of 
trial for the republic, for its associated labor, for the entire banking sys- 
tem and the UBH as in effect the payer of that foreign obligation. That is, 
this will be the first difficult and very serious test of the cooperation of 
the basic banks and of the 2-month experience in the UBH's work with foreign 
countries. 


On the basis of its founding documents the UBH is about to organize a clear- 
cut business activity and technical and coordinating function. It will take 
over the foreign network of the members as early as the beginning of next 
year, but before that time it has to organize the work of the money and secu- 
rity market. The analytical and other supporting material is being prepared 
for enactment of the medium-‘erm plan of the UBH for the next 5-year period 
and separately of the annual plan and the documents of business policy for 
1985. Basic views and possible schemes for reorganization of the banking sys- 
tem in Croatia are being worked out in collaboration with the members. Some- 
thing else that is being worked out is a conception of an investment economics 
center. All of this will make it possible for the emergence of the UBH to be 
followed by a period of affirmation of the processes of integration (in the 
sense of concrete practice) in the banking system and associated labor, for 
creating a conceptually clear (and nonmonopolistic in its social essence) 
counterbalance to the present situation of inadequate linkage, pronounced re- 
gionality, encapsulation in regional limits, subordination of the banking sys- 
tem in its business to the agencies of sociopolitical communities, and so on. 


Exports--The Prime Mover 


The action of the UBH will first be directed toward development of the large- 
scale infrastructure of the economy so as to establish more precisely that 
bank's role and function in the mechanism of pooling capital and in financing 
that development and the current reproduction of the activities which are in- 
volved. Further, since the expansion of exports is basically to be the driv- 
ing force behind economic development in the future, the UBH, assuming im- 
provement of the organizational and technical mechanism of financial relations 
with foreign countries for the member banks and for associated labor, will! 
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have to develop a new and vigorous role of promoting exports, which would in- 
clude a technical service department that meets an essentially higher standard, 
development of an organizational model, but also the possibility for specific 
financial support to exports. 


The feeling in the UBH is that development of the agroindustrial complex (with 
careful elaboration of the bank's role and functions), technological “break- 
throughs” as one of the fundamental postulates of development in general and 
of structural changes in the economy and in the expansion of rounded-off sys- 
tems of reproduction, and then tourism, shipbuilding and shipping, the eco- 
nomically underdeveloped regions within the republic and the underdeveloped 
republics and SAP [Socialist Autonomous Province] Kosovo (assuming conceptual- 
ization of the role of the UBH in those branches and processes) must be placed 
in the category of the common interests of associated labor and therefore seen 
as priorities in the republic's economic development. Of course, the fuel and 
power industry is also one of the fields in which the entire society has an 
interest. Since importing particular sources of energy necessitates compli- 
cated organizational operations and the furnishing of foreign exchange and di- 
nar resources, these are also questions which can be resolved effectively now 
that the UBH has emerged. 


Due attention will also be paid to business relations and to broader coopera- 
tion with other associated banks in the country, since this can also be bene- 
ficial for better linkage of associated labor throughout the entire economic 

space of Yugoslavia, and it can also contribute to mitigating the elements of 
competition among the associated banks in transactions with foreign countries. 
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Belgrade GLASNIK POLJOPRIVREDNE PROIZVODNJE, PRERADE I PLASMANA in Serbo- 
Croatian No 11, Nov 84 pp 6-15 


[Article by Vladimir Cveticanin: "Factors in and Volume of Production Col- 
laboration Between Private Farmers and the Socialized Sector of Agriculture”™] 


[Excerpts] Production collaboration between private farmers and the socialized 
sector is an important form of the socialization of agriculture.* At the out- 
set of an analysis of the results of research pertaining to this topic we 
should offer a precise definition of production collaboration since very often 
it is used vaguely. 


We mean by production collaboration all forms of arrangements which private 
farmers enter into with the socialized sector of the economy (with agricul- 
ture). All forms of collaboration, then, which we customarily refer to by the 
terms cooperation and association. We have chosen this broader term of pro- 
duction collaboration because in practice it is often very difficult to dis- 
tinguish the so-called simple forms of collaboration, usually referred to as 
cooperation, from the so-called higher forms of collaboration, usually refer- 
red to as association. That is, even in the forms of cooperation we often en- 
counter elements of long-term linkage based on shared income, which is ordi- 
narily taken as a characteristic feature of the forms of association. At the 
same time, forms which actually represent a short-term purchase/sale relation- 
ship are often classified under association. 


Aspects of Production Collaboration 


The forms of collaboration in cooperation and association are very often dif- 
ficult to distinguish, that is, there are what we might call transitional forms 
Which have features of both types of collaboration. For precisely that reason 
we chose the catchall term in our research--production collaboration, without 
distinguishing the forms of cooperation from the forms of association. 





* Taken from a broader study by a team of authors: "Mogucnosti podrustv] ja- 
vanja zemljista i drugi oblici mobilnosti zemlje u Jugoslaviji" [Potential for 
the Socialization of Land and Other Forms of Land Mobility in Yugoslavia], 
mimeographed publication of the Social Research Institute of Zagreb University, 
1984. 
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In this research we have recorded a total of seven forms of production col lab- 
oration between private farmers and the socialized sectors of the economy/ag- 
riculture; that is, all the forms of collaboration which the researchers en- 
countered could be reduced to these seven forms. They are as follows: fur- 
nishing production supplies; production under contract; purchase prices stipu- 
lated by contract; joint production operations; technical assistance; credit 
financing of production; and joint distribution of income. 


These forms are not “pure” in the sense that they are mutually exclusive, that 
is, that they do not overlap. Some of these forms, that is, contain some 
other form of production collaboration (for example, "production under con- 
tract" usually implies "furnishing production supplies” as well; and "joint 
production operations” usually signify not only “furnishing production sup- 
plies” and "production under contract," but also “purchase prices stipulated 
by contract,” and so on). Differences also exist with respect to the region 
in which collaboration is being carried out and then with respect to the dura- 
tion, the types of entities in the socialized sector of the economy/agricul- 
ture, and so on. 


The content of the various types of collaboration can be assumed from the very 
name given to them. Nevertheless, we do need at least a minimal description 
of each of them separately. 


"Furnishing production supplies" is one of the oldest forms of cooperation in 
our country. It usually comes down to a one-time credit relationship, but 
cases are not rare when firmer economic relations on a more lasting basis are 
also created through this form of collaboration. From the economic stand- 
point, this type of production collaboration comes down to an exchange of ser- 
vices: The socialized entity provides production supplies to the private farm 
(usually on credit), which the owner of the farm pays off at the end of the 
production cycle, usually in the form of products in which the socialized en- 
tity has an interest. Very often this form of collaboration is combined with 
other forms. 


"Production under contract" actually means production of a particular product 
on order. The customer is a socialized entity, and the supplier is the private 
farm. The conditions for this kind of arrangement are usually stipulated in a 
contract (which accounts for the name given to this form of collaboration). 
Usually this form of collaboration also includes “furnishing production sw~ 
plies," for which settlement is made at the time when the products are de 

ered. This kind of collaboration may be short-term (which in practice is . 
frequently the case) or long-term. 


"Purchase prices stipulated by contract" is a form of collaboration frequently 
practiced in our country in which the private farmer achieves security with 
respect to marketing his products. Each of the contracting parties finds his 
own economic interest in this form of collaboration: the socialized entity is 
assured a supply of a particular product either for processing or resale, and 
the private farmer is guaranteed a level of income (price) for his products. 
This form of collaboration is usually combined with other forms. 
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“Joint production operations” constitute a form of collaboration which can be 
practiced in various ways depending on the level of economic linkage between 
the partners. The conditions of the collaboration are usually stipulated in a 
contract. The simplest method is for both the partners to participate in es- 
tablishing production (division of tasks by agreement) and settlement is made 
at the end of the production cycle. The most complicated method is establish- 
ing joint production on the principle of shared income (usually involving the 
participation of a sizable number of private farms), which at the same time 
means joint risk-taking in production as well as joint distribution of reve- 
nues on the basis of criteria set forth in advance. Between these two forms, 
which we might provisionally refer to as th. two extremes, there are a number 
of transitional methods with a varying degree of economic linkage between the 
participants. 


"Technical assistance” is a form of collaboration that is very widespread in 
regions where there is a greater presence of various socialized entities (co- 
operatives, combines, processing plants, veterinary and agricultural stations, 
and so on), and it means that these socialized entities provide technical as- 
sistance to private farms. This assis*arce varies greatly and depends on the 
type of production and the level of deve!opment of the various forms of col- 
laboration. In certain communities special technical services have even been 
created for these purposes. The services are paid for directly, but very 
often this form of collaboration is an integral part of some other form of 
collaboration. 


"Credit financing of production,” by contrast with “furnishing production sup- 
plies,” also encompasses credit financing of other phases (operations) of the 
production cycle, often all of them, for example, the services of machinery 
for planting and harvesting, transport, chemical services, etc. Settlement 
for costs is made at the end of production. 


“Joint distribution of income” is the most complicated form of collaboration; 
it may be practiced in all types of agricultural production. So far this form 
of collaboration has established itself in practice in the growing of grapes 
and fruit (for example, the Dzervin model),* and then in field crop production 
(for example, “Crvena Zvezda" of Stip), livestock raising, and so on. The es- 
sence of it lies in the complete distribution of all the income realized in 
the production of a particular product on the basis of economic accounting 
criteria agreed in advance, and then in the joint bearing of all types of 
risks, and in the joint management of all phases of production through bodies 
of self-management established jointly. This form of collaboration has so far 
been encountered most rarely in practice; that is, its spread is rather 





* See the journal GLASNIK, No 11, 1983, and a special publication entitled 
"Udruzivanje u poljoprivredi--Dzervinov model" [Establishment of Associations 
in Agriculture--The Dzervin Model], published by Agrobanka of Belgrade and the 
"Dzervin” PPK [Agricultural and Food Processing Combine! of Knjazevac, NICRO 
[Newspaper Publishing and Printing Organization] “Privredni pregled,” Belgrade, 
1983. 
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limited in relative terms because it necessitates maximum mutual trust amone 
the participants and long-term relations in production collaboration.* 


Table 1. Frequency of the Various Forms of Production Collaboration Between 
Private Farms and the Socialized Sector of Agriculture, by Republics 





and Provinces 
Percentage of farms collaborating 
Republic or Province 
Bosnia- Yoj- 
Forn of Herce- Monte- Cro- Mace- Slo Serbia Ko- vo- 
Col Laboration govina negro atia donia venia Proper sovo dina 














1. Furnishing pro- 

duction supplies 16.0 26.0 57.6 60.3 85.3 %.0 27.0 92.7 
2. Production under 

contract 3.0 24.6 33.6 6.8 77.3 29.6 4.0 78.7 
3. Purchase prices 

stipulated by 


contract 41.0 5.0 52.4 54.8 81.3 49.2 15.0 92.0 
4. Joint production 

operations 0.5 1.0 1.6 1.4 17.3 12.8 1.0 18.7 
5. Technical assis- 

tance 3.5 18.0 14.0 43.8 50.0 2.8 10 %,7 
6. Credit financing 

of production 1.5 27.0 29.6 276.0 58.7 31.2 3.0 82.0 
7. Joint distribu- 

tion of income 0.0 1.0 0.4 0.0 26.7 0.4 0.90 0.7 


N = 2,638; C (adjusted) = 0.4126 





* The contingency coefficient C is a derived statistical indicator used in 
order to ascertain the level of linkage between two variables ereater then 
would have been randomly expected. Its coefficient ranees between 0 (no con- 
nection whatsoever) and | (the highest »cossible linkage). For more extensive 
discussion on the methods of statistical processing of the data in this survey 
see the study already referred to by the team of authors of the Social Re- 
search Institute of Zagreb University. 


Frequency of Production Collaboration by Types and bv Kinds of Agricultural 
Production 


It is very important to detect the frequency of the various forms of produc- 
tion collaboration by republics and provinces, by agricultural regions, as 
well as by the types of agricultural production through which they are 





* The figures given in the sections which follow are based on a representa- 
tive sample of farms in all the republics and provinces. For more detail on 
the methodology of this survey see the study already referred by the team of 
authors of the Social Research Institute of Zagreb University. 





realized, since conclusions can be drawn on that basis not only concerning the 
results and experiences of our farm policy in this domain, but also concerning 
the desirable directions for that policy to take in the future. 


Types of Production Collaboration 


The frequency of the various types of production collaboration between private 
farms and socialized entities is shown in Table | by republics and provinces, 
that is, by agricultural regions. 


Several basic conclusions can be drawn from the figures given in Table 1: 


(1) In relative terms the largest number of farms engaging in production col- 
laboration with sociaiized entities is in SAP [Socialist Autonomous Province] 
Vojvodina and SR [Socialist Republic] Slovenia. The percentages of the farms 
collaborating in these areas are the highest, and in certain forms four-fifths 
or even more of the farms are collaborating with socialized entities (the fur- 
nishing of production supplies, purchase prices stipulated by contract and 
production under contract). In terms of the frequency of the collaborating 
farms these regions are followed by SR Croatia and Serbia proper, while other 
regions lag considerably behind. 


(2) The most widespread form of collaboration in all regions is “furnishing 
production supplies" and “purchase prices stipulated by contract” [sic]. 

These forms of cooperation are followed by "the credit financing of produc- 
tion” and "production under contract." On the other hand those forms which 
are least widespread are “joint production operations” and "joint distribution 
of income." These figures indicate the real scope of our farm policy with re- 
spect to the socialization of production of private farms. The so-called 
higher forms of collaboration, which signify the pooling of labor and capital 
of private farmers on the basis of income sharing are making their way most 
slowly and with the greatest difficulty in practice. 


(3) In certain regions we have a marked lag of certain forms of collaboration. 
This applies to “production under contract" in SR Bosnia-Hercegovina (3.0 per- 
cent), Kosovo (4.0 percent) and Macedonia (6.8 percent); to “purchase prices 
stipulated by contract™ in SR Montenegro (5.0 percent); to “joint production 
operations” in all regions except on a relative basis in SAP Vojvodina, SR 
Slovenia and to some extent Serbia proper (in the other regions the coverage 
of farms with this form of collaboration ranges from 0.5 percent in SR Bosnia- 
Hercegovina to 1.6 percent in SR Croatia); to “technical assistance" in Kosovo 
(1.0 percent), Serbia proper (2.8 percent) and SR Bosnia-Hercegovina (3.5 per- 
cent); to “credit financing of production” in SR Bosnia-Hercegovina (1.5 per- 
cent) and SAP Kosovo (3.0 percent), as well as to “joint distribution of in- 
come" in all regions except to some extent SR Slovenia (in the other regions 
it ranges from 0.0 in SR Bosnia-Hercegovina, SR Macedonia and SAP Kosovo to 
1.0 percent in SR Montenegro). 


Differentiation in the level of frequency of the various forms of production 
collaboration is considerably less when differentiated by agricultural regions 
(C = 0.391). The figures on this are given in Table ?. 
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Table 2. Frequency of the Various Forms of Production Collaboration Between 
Private Farms and the Socialized Sector of Agriculture by Farming 

















Regions 
Percentage of farms collaborating 
Farming Region 
Hills and Moun- Mediter- 
Form of Collaboration Plains Foothills tain ranean 
1. Furnishing production supplies 76.7 39.9 2.9 66.0 
2. Production under contract 60.0 Zhee 2.0 34.8 
3. Purchase prices stipulated by 
contract 73.5 49.2 28.5 40.4 
4. Joint production operations 7.7 12.4 0.5 0.0 
5. Technical assistance 18.0 20.2 3.0 32.4 
6. Credit financing of production 59.5 20.4 8.5 31.2 
7. Joint distribution of income 0.5 0.4 0.4 16.0 


N = 2,638; C = 0.391 

Table 3. Types of Agricultural Production Carried On Through Collaboration 
Between Private Farms and the Socialized Sector of Agriculture,* by 
Republics and Provinces 


Percentage of farms collaborating 


Republic or Province 











Bosnia- Voj- 

Form of Herce- Monte- Cro- Mace- Slo- Serbia Ko- vo- 
Collaboration govina negro atia donia venia Proper sovo dina 
1. Livestock produc- 

tion 47.5 8.0 56.8 35.6 63.3 38.4 4.0 77.3 
2. Production of 

grain 0.5 1.0 46.4 17.1 1.3 18.4 26.0 80.0 
3. Vegetable produc- 

tion 1.0 24.0 16.0 37. 1.3 5.6 7.0 0.7 
4. Fruit production 5.0 11.0 1.2 28.1 36.7 17.6 0.0 0.0 
5. Production of in- 

dustrial crops 14.5 26.0 16.0 29.6 20.7 11.6 9.0 11.3 


N = 1,470; C = 0.589 





* Question with more than one answer (the total of the percentages may be more 
or less than 100). 


What is most striking in the figures in Table 2 is the marked lag of the moun- 
tain region of our country in the frequency of ail forms of production collab- 
oration between private farms and socialized entities. In view of the fact 
that about two-thirds of our country lies in that region, it is clear where 
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our greatest potential is for invigorating production on private farms. There 
is a noticeable lag in the foothills and hills, but it is not so pronounced. 


Types of Agricultural Production 


A survey of the frequency of production collaboration would not be complete if 
we did not also analyze figures in the survey pertaining to types of agricul- 
tural production in which that collaboration is carried on. The figures on 
this are given in Table 3. 


The conclusions which inevitably follow from the results of the survey pre- 
sented in Table 3 are as follows: 


(1) In relative terms production collaboration is being carried on to the 
greatest extent in livestock production. It is represented to a considerable 
extent in all regions except SR Montenegro (8.0 percent) and SAP Kosovo (4.0 
percent). Much the same can be said of the production of industrial crops, 
which on the average is represented to a somewhat lesser extent, but consid- 
erably more uniformly from region to region than livestock production. 


(2) We find grain production represented to a considerable extent only in SAP 
Vojvodina (80.0 percent) and SR Croatia (46.4 percent). The other regions are 
lagging considerably behind, especially SR Bosnia-Hercegovina (0.5 percent), 
SR Montenegro (1.0 percent) and SR Slovenia (1.3 percent), although in some of 
them greater opportunities exist for the development of this production (Bos- 
nia-Hercegovina). 


(3) We find the production of fruit and vegetables represented to a consid- 
erable extent only in SR Slovenia and SR Macedonia (fruit), and in SR Mace- 
donia and SR Montenegro (vegetables), although potential exists for the devel- 
opment of these production operations in all regions of our country. 


The differentiation is considerably greater when the types of production are 
examined by farming regions (C = 0.718). 


It follows from the figures in Table 4 that: 


(1) Livestock production is carried on through collaboration to the greatest 
extent in relative terms, except in the Mediterranean region, where this pro- 
duction is represented on only 2.0 percent of the farms. 


(2) Grain production is developing to a considerable extent only in the 
plains region (64.7 percent). 


(3) Vegetable and fruit production, and also the production of industrial 
crops, are developing to a considerable extent only in the Mediterranean re- 
gion, except that we do find the production of industrial crops represented to 
some extent in the foothills and hills (20.0 percent of the farms). 


The figures given so far on the level of frequency of the various types of 
production collaboration between private farms and on the types of production 
through which this collaboraticn is realized indicate the following: 
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Table 4. Types of Agricultural Production Carried On Through Collaboration 
Between Private Farms and the Socialized Sector of Agriculture by 
Farming Regions* 


Percentage of farms collaborating 


Farming Region 














Type of Agricultural Hills and Moun- Mediter- 
Production Plains Foothills tain ranean 
l. Livestock 73.0 41.3 33.0 2.0 
2. Grain 64.7 15.1 0.5 0.8 
3. Vegetables 1.0 9.3 0.0 37.6 
4. Fruit 1.5 9.7 0.0 44.0 
5. Industrial crops 6.5 20.0 0.5 49.2 


N = 1,470; C = 0.718 





* Question with more than one answer (see the note to Table 3). 


(a) the overall level of development of production collaboration in our coun- 
try. Only in certain regions (republics and provinces or farming regions) do 
we find between one-half and two-thirds of the farms participating in some 
forms of production collaboration (Vojvodina or the plains region taken more 
broadly); 


(b) the uneven representation of the various forms of collaboration and types 
of production from region to region (by republics and provinces or by farming 
regions). There are pronounced lags of a sizable region; 


(c) the relatively higher representation of what are called the simple forms 

of collaboration in which the principal features are purchase/sale relation- 
ships and short term ("furnishing production supplies," "purchase prices stipu- 
lated by contract" and "credit financing of production"); 


(d) the symbolic representation of the so-called higher forms of collabora- 
tion, which mean relations based on income-sharing and a long term ("joint 
production operations" and "joint distribution of income"), and 


(e) the concentration of collaboration in livestock production and the rela- 
tive lag of collaboration in most of the other types of production. 


Evaluation of Production Collaboration by Private Farmers 


It is not a simple matter to evaluate production collaboration, not even for 
those who are actually involved in that collaboration. That is, many factors 
have to be borne in mind if we want to render a favorable, unfavorable or in- 
deed neutral judgment. When the private farmers are the evaluators, it is 
certain that the conditions of collaboration, that is, the favorable aspects, 
benefits and reliability of production collaboration, are put in first place. 
Insofar as these circumstances are looked upon favorably, then the satisfac- 
tion of the private farmers with collaboration is greater. 
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The first question in the survey put to the private farmers to evaluate pro- 
duction collaboration was this: “Are you satisfied with production collabora- 
tion so far?" The answers are given in Table 14. 


Table 14. Answers of Private Farmers to the Ouestion: “Are You Satisfied With 
Production Collaboration so Far?" 


In percentage 











Answer 

Neither 
Republic or Province Yes Yes Nor No No 
Bosnia-Hercegovina 26.7 8.1 65.1 
Montenegro 44,1 23.5 32.4 
Croatia 34.1 22.3 43.6 
Macedonia 49.2 18.9 31.8 
Slovenia 53.8 29.4 16.8 
Serbia proper 35.7 27.1 37.1 
Kosovo 13.3 66.7 20.0 
Vojvodina 33.8 50.0 16.2 


N = 886; C = 0.441 


In view of the three possibilities given for answering this question, we can 
take note that the answers are fairly well divided by respondents in almost 
all regions of the country. Nevertheless, it is possible to distinguish cer- 
tain regions on the basis of the dominance of particular answers. This kind 
of majority dissatisfaction with production collaboration was expressed to the 
greatest extent in SR Bosnia-Hercegovina (about two-thirds of the respondents 
gave a negative answer) and in SR Croatia, but with a smaller difference from 
the favorable answers of the respondents (43.6 percent and 34.1 percent). In 
Serbia proper almost the same number of respondents chose a favorable (35.7 
percent) and unfavorable response (37.1 percent). 


At the same time majority dissatisfaction with production collaboration was 
expressed to the greatest extent in relative terms by respondents in SR Slo- 
venia (more than half) and SR Macedonia (about a half), and in a somewhat 
smaller majority in SR Montenegro (44.1 percent) and SAP Vojvodina (33.8 per- 
cent). 


We find the neutral responses in the absolute majority in SAP Kosovo (about 
two-thirds of the respondents), while in SAP Vojvodina about one-half of the 
respondents gave answers of this kind. 


All in all the spread of the answers is rather pronounced, since in the coun- 
try as a whole 38.7 percent of the respondents evaluated collaboration favor- 
ably, 33.0 percent adversely, and 28.3 percent expressed an attitude somewhere 
bet-+en the first two answers ("neither yes nor no"). 
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The next two questions called upon the respondents to state their favorable or 
unfavorable answers more specifically. The answers to these questions to some 
extent elucidate the situation with respect to production collaboration in 
general; that is, one can draw conclusions from these responses concerning the 
favorable or unfavorable features of the conditions of production col labora- 
tion as practiced at the moment in the various regions of the country, which 
could be valuable for formulating measures of farm policy in this area. 


The reasons why private farmers are satisfied with collaboration are given in 
Table 15. 


Table 15. Answers of Private Farmers to the Question: “Why Are You Satisfied 
With Production Collaboration so Far?" 


In percentage 


Republic or Province 








Bosnia- Voji- 
Herce- Monte- Cro- Mace- Slo- Serbia Ko- vo- 
Answer govina negro atia donia venia Proper sovo dina 
1. Because of reli- 
able production 0.0 6.7 4.9 20.0 3.9 12.0 0.0 8.3 
2. Because of credit 
financing 0.0 26.7 16.4 6.2 10.4 10.0 25.0 8.3 
3. Because of ser- 
vices obtained 0.0 13.3 26.2 15.4 26.0 0.0 50.0 25.0 


4. Because of pur- 

chasing of prod- 

ucts 54.5 40.0 11.5 32.3 27.3 W.0 25.0 41.7 
5. We would not have 

anywhere to sell 


our products 43.5 6.7 11.5 10.8 24.7 10.0 0.0 2.1 
6. We have to be 
satisfied 0.0 6.7 29.5 15.4 7.8 8.0 0.0 14.6 


N = 343; C = 0,503 


In all regions except SR Croatia and SAP Kosovo the largest number of respon- 
dents (from 54.5 percent in Bosnia-Hercegovina to 27.3 percent in SR Slovenia) 
referred to opportunities for selling their products as the reason for their 
satisfaction with production collaboration. If we add to them those respon- 
dents who circled the answer: “we would not have anywhere to sell our prod- 
ucts," which puts the previous reason in another way, then by far the largest 
number of private farmers attribute the greatest importance to this reason in 
production collaboration in all regions except SAP Kosovo, where the dominant 
reason given for satisfaction is “obtaining services" (50.0 percent) and to 
some extent in SR Croatia, where the dominant answer of the respondents was 
“we have to be satisfied." 
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As for the other responses, the reliability of production was given most fre- 
quently as the reason for satisfaction by private farmers in Macedonia, proba- 
bly because production is rather specialized, and in those areas this factor 
takes on greater importance. And then the credit financing of production was 
emphasized by the largest number of respondents in SR Montenegro and SAP Ko- 
sovo, probably because in recent years there has been a great deal of credit 
financing of the construction of so-called mini livestock-raising projects in 
these areas, which had begun considerably earlier in other regions and has 
mainly been completed (this largely involves earmarked credits of the Interna- 
tional Bank ...). “Services obtained" was the reason for satisfaction cited 
most frequently by private farmers in Kosovo (50.0 percent), Serbia proper 
(30.0 percent), Croatia, Slovenia and Vojvodina (about 25 percent). 


Answers to the question about the reasons for dissatisfaction with production 
collaboration (Table i6) represent the other side of the coin. 


Table 16. Answers of Private Farmers to the Question: "Why Are You Dissatis- 
fied With Production Collaboration?" 


In percentage 


Republic or Province 














Bosnia- Voj- 
Herce- Monte- Cro- Mace- Slo- Serbia Ko-  vo- 
Reason govina negro atia donia venia Proper sovo dina 
1. They do not stick 
to the contract 7.1 27.3 28.2 2.4 12.5 46.2 50.0 52.2 
2. It is purely com 
mercial 0.0 9.0 9.0 21.4 8.3 13.5 33.3 21.6 
3. Unequal position 
{that is, the 
parties do not 
have equal 
weight--transla- 
tor's note] 5.4 9.1 15.4 11.9 33.3 25.0 16.7 13.0 
4. Low purchase 
prices 87.5 63.6 47.4 64,3 45.8 15.4 0.0 13.0 


N = 292; C = 0.578 


In all regions except SR Serbia the respondents chose most frequently the low 
purchase prices as the first reason for their dissatisfaction with production 
collaboration (this reason was cited by 87.5 percent of the respondents in 
Bosnia-Hercegovina, the highest, to 45.8 percent in SR Slovenia, the lowest). 
These figures certainly supplement the previous ones on the opportunities for 
selling products as the reason given most frequently for satisfaction with 
production collaboration. The measures of farm policy in this area ought to 
be aimed at a further broadening of the socially organized network for pur- 
chasing products from peasants without placing the peasant in an unequal posi- 
tion by offering him prices which do not cover even production costs. 








The second most frequent reason was “failure to stick by the contract,” ex- 
cept in SR Macedonia and Slovenia. This reason was cited by all of half of 
the private farmers surveyed in SR Serbia. Closely correlated with these 
reasons is the relatively high frequency of the reason “unequal position,” 
which is in third place with respect to frequency (in Slovenia and Serbia 
proper this reason is in second place). 


The figures in the last two tables indicate on the one hand that there are 
significant regional differences in the conditions of production collaboration 
and on the other they suggest lines of activity for farm policymakers in pro- 
moting production collaboration between private farmers and socialized organi- 
zations in the economy/agriculture, as an important instrument or method for 
socializing private agriculture as a whole. 


7045 
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JPRS-EEI-85-017 
13 February 1955 


YUGOSLAVIA 


SRIEFS 


MILCROLLECTRONICS Li NlS--More than 70 organizations of associated labor 

in the his Opstina area have signed a self-management agreement on pooling 
resources for Jeveloping microclectronics, the agreement is considered a guide 
for developing all economic fields. According to the agreement, the Nis enter- 
prises will provide at least 400 million dinars which will be invested in de- 
velopment programs of the electronic industry for microelectronics. Two of 
the most important programs will be realized with these pooled funds, namely, 
the so-called ©1005 technology and development of the electromechanical compo- 
nents for parts and equipment in the microelectronic program. Priority will 
be given to signers of the agreement. It is expected that other interestec 
organizations in the Nis region, as well as in Serbia, where microelectronics 
has been proclaimed a priority branch in the next medium-term period--will 
join in this agreement. In order to monitor world trends in this field, 
Serbia has drawn up an agreement on the division of labor in microelectronics. 
Thus, it is planned that by 1907 programs for developing the second stage of 
semifinished components will be realized. More than 70 percent of all pro- 
grams will be realized within the Electronic Industry SOUN (composite organi- 
zation of associated labor) in Nis which has the appropriate equipment and 
personnel potential. [Text] [Belgrade PRIVREDNI PRDCLED in Serbo-Croatian 

23 Jan &5 p 12] 


TRANSFORMERS TO USSR--After comprehensive preparations and agreements, the 
“Minel-Eksport-Import' work organization in Delgrade has concluded a contract 
with the Soviet firm "Masinoimport to export distribution transformers and 
complete transformer substations in 1955. The total value of the contract 
which will be carried out by the [lektroaparatura’ in Ripan} and “Mineltrafo’™ 
in Mladenovac is $1.67 million. [Excerpt] [DSelgrade [CKONO'SKA POLITINA in 
Serbo-Croatian 14 Jan U5 pp 34-35] 


SEED CORN EXPORTS--Recently about 1,500 tons of seed of the late-maturing 
hybrid corn variety Z? SK 704 was exported to buyers in the USA. about 500 
tons were also sold to buyers in Spain and Italy. The total value of exported 
seed is about $3 million. Last year about 12,0900 tons of seed was produced 
which adequately covers domestic consumption. This year Yuposlavia expects 

to export a total of about 30,000 tons of seed corn to all kinds valued at 
about $40 million. Besides the USSR, which is one of our traditional buyers, 
seed corn is exported to about 10 other countries. [Ixcerpt] [‘elgradce 
PRIVREDNI PALCLED in Serbo-Croatian 24 Jan 55 p 11] 








COOPERATION WITL USSR IK CHEDIICALS--At a press conference held by the 
Jugomontana enterprise in Delgrade and the Soviet firm “Sojuzchimexport’ 
in Moscow prior to the opening of an exhibit of the Soviet chemical industry 
to be held at the end of February in Delgrade, results of cooperation were 
reported. In 1983 $125 million worth of deliveries were made to Yugoslavia 
from Soviet enterprises, while $158 million worth of Yugoslav chemical goods 
were delivered to the USSR. Last year the value of imports of raw materials 
and semifinished goods amounted to $140 million, while Yugoslav enterprises 
exported $150 million worth of finished products. The 1981-1985 plan for 
such trade is $32 billion and it is expected to bec «ceeded, since in the 
first 4 years of the period the volume was $268 bi. ..sn, or 10.4 percent over 
he plan. This year Yugoslav processing plants are expected to import $41 
million worth of raw and semifinished materials from the USSR and to export 
9122 million worth of finished products. In 1924 total trade in both direc- 
tions was valued at $329 million. [Excerpt] ([Selgrade PRIVREDNI PRECLED in 
Serbo-Croatian 25 Jan 54 p 1] 


CSO: 2800/1686 END 
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